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* The Rationale of Mabkbt Fluctuations ' is the title of a new 
work now in the press. Its tale can hardly be said to be adorned by 
the recent minous foreign stock and Collie scandals, but it has a 
strong moral, which is pointed by those disastrous affairs. Practical 
men in the money market are repeatedly told by bankers that the 
great safeguard of our financial system — ^its great strength to resist 
the attacks of panic — ^is the maintenance of a large unlent reserve of 
money in the Bank of England. This book, howeyer, shows that the 
whole system is weak in one of its first links, and that banks should 
not so much lend little as lend well. — QUugow News, 



THE EATIONALiE 



II 



OF 



MARKET FLUCTUATIONS. 



BY 



A CITY EDITOR. 




LONDON: 
EFFINGHAM WILSON, 11, EOTAL EXCHANGE. 

1876. 









t^ 



•J • • 



• • • • 

• • • • 

• • • •• 

• • • 









• • • • .•• .•»••• • 
•• ••••••••••• 



• • • • • 






• • • • 



• -••• •.• 






PREEACE. 



In my endeavour to preachy not political economy^ 
but business^ I may in these pages have run into 
a style of literature tacitly considered as immoral 
even by those who practise the very system I desire to 
preach. In one word^ this book may be taken as 
encouraging speculation by recognising it. If so, I 
must accept the consequences without attempting 
beforehand to defwd'. «pe(tulatiCfiSr. SYcept on its own 
apparent merits. * That it' Kas merits all must allow : 
and the moreVeadily'Jw^lth^^.i^bf ep^ 
value to the nation as much as to the merchant — ^be 
admitted, if my readers will be so good as to separate 
in their own minds speculation from mere gambling. 
In the one case men conduct business with their eyes 
open ; in the other they rush blindly into operations 
without considering the pros and cons. This book 
attempts to show broadly the considerations to which 
a man's eyes should be open when engaging in such 
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operations^ and it cannot therefore be accused of en- 
couraging mere gambling. National morality must 
not consider itself attacked^ and^ indeed^ there is a 
positive advantage in the display to the public of 
causes and effects which are the basis of that com- 
mercial grandeur we now rejoice in. 

As to the advantages produced by arraying market 
influences before the eyes of the public outside the 
respective markets under consideration^ it is the busi- 
ness of a statesman to know what interests exist 
which he must respect — what circumstances affect the 
supply of food we consume, of luxuries we indulge in ; 
-and he must not wantonly interfere with profitable 
streams of trade, even though of no direct influence 
on internal consumption, for if he does so he will 
speedily hear an outcry from the traders or specula- 
tors whose markflt^epome^ a^CtQc^. : It is not enough 
to have studied pDlitical-e'i^oiicraJriil order to appr^ 
oiate the varitod •v£ft$^|i*q^j;beatiir^ ^o^. our markets, 
for the best of governments cannbl wi£h impunity ride 
roughly over particular interests for "the greatest 
^ood of the greatest number.'^ And if statesmen 
must bear in mind particular interests, so must also 
their critics the public. Mr. Gladstone's Government 
fell, no one knew how, except for the explanation that 
its legislation had been harassing to the few whilst 
indisputably good for the many. Mr. Lowe, the very 



FBBFACE. Vll 

personification of a rough-riding statesman^ was de- 
feated by a few match-makers in a reckless attempt to 
disregard anything but reason and political economy ; 
he, in short, interfered with their market. Mr. Lowe 
also still incurs much censure, and has lost much 
popularity, on account of the derangement to the 
money market he caused when he altered the system 
of collecting taxes so as to bring the bulk of the 
Treasury receipts into the Bank of England in one 
quarter of the year, so draining the market of its usual 
isupply, disturbing the steady circulation of that blood 
of commerce, causing congestion, possibly infiamma« 
tion and disfigurement, but certainly annoyance. 

A codification of rules affecting money, produce, and 
labour-market fluctuations, would take commerce com- 
pletely out of the region of art and place it among the 
-sciences. Such codil^oation is, hoiyjBver, impossible, 
and this work can ohfy^ aiin at tk f)artially scientific 
form ; rudimentary, ^ni^. in<56!w{4et§j :ijl:;*may yet lay 
'Claim to simplicity of construction. 

As a plain statement of the organisations of, and 
<^uses of fluctuations in, markets, whether those for 
money, for stocks, for produce or for manufactures, I 
venture to consider this labour not thrown away. In 
writing it I have arranged a mass of facts and experi- 
ence which were necessary to qualify me for the post 
4)f a City-article writer, and the arrangement will. 
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perhaps for that reason^ prove also of much value to 
City- article readers. 

I have not written this book without a sense of the 
strong principle which it ought to convey. Let it only 
be allowed that markets are vital and paramount 
necessities to this great commercial nation^ and my 
great hope is that there may be found here some 
proof that the very essence of a market is its publicity 
as to the bargains in it. May political economists 
teach this^ and^ above all^ may legislators act upon it ! 

Readers of Tookes's, and Newmarch's, and Jevons's 
works on the course of prices^ as also those who appre- 
ciate the sound and wide views, the simple but happily 
turned phrases, which appear weekly in articles under 
the head of "Trade and Finance"' in the * Daily 
News/ will be able to estimate justly the value of this 
little work. Myjchief hope^in^d; that it will prove 
aeceptable to thef pitiblic*lies -iDt ilie 'fitness it seems to 
me to possessr'td b^^^lii^d iEEs^iiGpi&s^t'ot introduction to 
them — a preparatory course of study, so to say, which 
may extend their circle of readers by forming a 
ground for the general appreciation of such writings as 
those in question. 
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THE RATIONALE OF MARKET 
FLUCTUATIONS. 



CHAPTEE I. 

MARKETS GENERALLY, THEIR NATURE AND USE, 

CONSIDERED. 

Eterxthing we use has a value. Everything of value 
has a market. The v^ater we drink has to be paid for and 
supplied, though it seems a spontaneous gift of Providence. 
There is, in fact, little besides the air we breathe which 
does not cost us something, and even the better qualities 
of air obtainable in one district are very often more costly 
than the tainted atmosphere which the poor have to put up 
with in another. Light had, some thirty years ago, to be 
paid for in this country by means of a window tax, and there 
is at present so great an appreciation of the market value of 
light that a factory, warehouse, or office, well situated in 
i;hat respect, is a thing to be paid for and prized at double 
the worth of a badly-lighted establishment. The most in- 
tangible abstract advantages possessed by one man over 
another can be brought to market and sold for a higher 
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price; the subtle' Intellect' 6f'&*wh1fer in the Times is as 
superior in value to that of a printer's boy on the same 
premises as is a steam-engine compared with a wheel- 
barrow ; the view from a house near the sea secures to the 
landlord of that house an immeasurably higher rent than it 
would have been worth had it been less favoured in that 
manner. Instances need not l)e multiplied ; let any reader 
review his own capital in the matter of brains, manners, 
appearance, as well as solid money, and then reflect on the 
market value of everything produced in this wonderful, 
wealthv world of ours. 

But, of course, this one abstract market we talk of is not 
one to which all commodities can be brought; every 
different commodity has a distinct market of its own, 
and much can be said of the various organisations which 
custom and convenience has given to different markets. 
There are well-organised markets, and there are some quite 
the reverse of well organised, owing to restrictions on the 
power of buyers and sellers to come together. Pree com- 
petition and plenty of il is the sine qud non of a natural 
market ; the buyer must be able to find several who offer 
him the same thing in order that he may select the best 
seller ; the seller requires a number of competing buyers in 
order that he may obtain the best price. The height of 
good organisation is obtained when a seller can obtain the 
best price and a buyer the lowest price in the shortest 
possible time ; and it therefore follows that a badly organised 
market is one where the buyer and seller respectively 
cannot be promptly accommodated. 

In commencing to specify the organisations of various 
markets, we must bring to notice some of their less tangible 
adjuncts which none the less play a most important part in 
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the price of every commodity, without- exception, which is 
bought or sold. Money; carriage; labour. These have 
all markets of their own, where competition governs the 
price of each ; but the principal reason for their immense 
importance is that they influence every form of goods which 
have to be paid for, and moved from place to place after 
production ; and what form of goods does not undergo these 
processes ? Of these markets we speak further on. 

We must also remark on other general influences which 
act on market values, and distinguish them from those 
tendencies which political economy argues must eventually 
help to flz the price of commodities ; and of these general 
influences the presence or absence of restrictions on 
market-machinery most forcibly present themselves. When 
supply which exists cannot meet the demand which is 
apparent, then is market machinery out of gear ; we know 
that, ecpnomically speaking, supply ought to meet demand, 
and none of us doubts that it will do so eventually ; but, 
commercially speaking, supply which exists unfortunate^ 
does not always fully meet the demand which arises. As 
an illustration, take the various value of labour in the 
various districts of one country. A farmer in Somersetshire 
ought not to pay his men less than does a farmer in Nor- 
folk, provided the respective men are equally valuable ; but 
a diflerenee still exists in the wages paid in those two 
<K)unties^ notwithstanding the law of supply and demand 
which should equalise those wages, and that diflerenee has 
in former years been much greater before the tendency of 
labour to seek a better market than Somersetshire raised 
the market value of the decreased supply of labour left 
there. Two Berkshire men, whose conversation the writer 
overheard on a metropditan railway, having met by chance. 
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exchanged opinions as to the " good " of staying in their 
native village instead of seeking a better labour market 
elsewhere. They had each come to London, it seemed, and 
both were glad of having done so. 

"Nobody there now but very old and very young men,'^ 
said one. Said the other, "No chance down there. 
Plenty of hard work and the workhouse at the end of it.*'' 
Their labour market had evidently been overstocked to 
such a point that the supply quite overwhelmed the demand 
for it, and yet it had taken years for the law of supply and 
demand to operate. Men had lived in that obscure village 
year after year with no thought of seeking better pay for 
their labour in free markets outside. The economical laws 
had at last acted, but before the effect became apparent 
the market value of labour in Berkshire long remained 
much below its equalised value account to such laws. So 
much for actualities as opposed to tendencies ; for laws 
as opposed to facts, and more especially for what we wish 
just now to point out — ^the influence of restrictions on a 
free market. The Berks men had no restriction on their 
freedom except their own ignorance ; they had not known 
of better wages being obtainable elsewhere, and had put up 
with what they could get until that restriction of ignorance 
had been removed. 

The case of Chinese cheap labour presents another 
instance of restricted competition as interfering with a free 
market ; the time an artificial restriction which keeps the 
Chinese labouring population within solid material walls 
shut out from a free market, and probably ignorant of any 
happier lot than huddling like bees in a plethoric hive. 
Nobody need be told that even in England, the country most 
free from commercial restriction^ in America, the country 
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most &ee from conventional restrictions, the labour market 
is a very disorganised one ; the strikes, lock-outs, arbitra- 
tions, and other clumsy expedients for settling the price 
which employers can afford to give and workman to take for 
labour, are lamentable but clear proofs of this want of 
free competition. The restrictions so arising will assuredly 
he removed when competition becomes free; when the 
-employer can select, the labourer accept, what each finds 
jnost advantageous. But there are still other restrictions 
we may briefly notice. First, the fashion to buy certain 
things at a certain place is so much an abnormal growth in 
markets that it shuts out equally good things, although the 
iatter may be superior, cheaper, and more easily obtainable 
iihan those which are " run on '* by the followers of fashion. 
Then, seasons have to be considered ; there is always one 
part of the year when certain goods, whether produce or 
manufactures, are cheaper than at other periods; it is 
difficult to procure green peas before the spring, and the 
price rises, not only in proportion to the difficulty, but in 
<;onsequence of the increased desire to obtain such deli- 
cacies at inordinately wrong periods of the year ; scarcity, 
in fact, is not an element of supply-price alone ; it actually 
increases the demand and the price out of all proportion to 
the scarcity of the article required. A change in the wind 
may cause markets to fluctuate violently ; for instance, a 
•cotton shipper charters a vessel which cannot leave owing 
to stress of weather; the cotton is delayed, the buyer 
-csLunot pay for it at the time, the consignment is forced 
on the market as a "future" in order to raise money, 
4tnd the owner loses his profits, partly by the delay simply, 
And partly by the necessity for selling at any price. 
JHckle as the wind might markets well be called. The 



6 MABKETS GENEEALLT^ THEIE 

occult changes in their course would frighten a stranger^ 
who would not be able to account for half the fluctua- 
tions happening around him ; he would abandon cal- 
culation, as many a young and at first over-confident 
young merchant has done, and become a mere gambler,, 
watching results rather than causes. Hence the following 
facts and figures, especially those relating to the stock 
markets, should be of value to the general public, who rucdi 
into and out of speculations vnth blindness, if they indicate 
two things usually forgotten by in^enu speculators and 
investors. First, market fluctuations are never without 
some cause — generally an event which decides the sales or 
purchases of a flock of speculating sheep ; and second, these 
fluctuations are exaggerated in all cases. The farther a 
stock falls the less an investor should be alarmed ; if he b& 
alarmed at all il; should be by the reason of the fall, and 
not the fidl itself, for the uttermost swing of the pendulum 
has probably been reached and a return swing is inevitable.. 
And the same with a rise ; the higher a stock rises the less 
ready should be a buyer to purchase, on the strength of that 
rise alone; he should rather be ready to anticipate a 
reaction and fall after the inflation, and then buy if he 
thinks proper. But, on the other side, the following pages- 
should teach another lesson, and that is, the market, espe^ 
daily a free and well-organised one, responds to an event 
almost instantaneously. Before a railway -sharehold^ 
hears of a disastrous accident affecting his line the msrket 
has '' discounted " it, has estimated the diminished value oT 
tire shares, and has adjusted the price to the low^ level, and 
perhaps shot below it. An impetuous holder would sell in a. 
rising market in nine cases out of ten, and wish afterwards 
he had been more philosophical. A very good proof of the 
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frequency of this sort of mistake was furnished by an 
astute speculator who calculated every morning the chances 
for and against a rise in certain stocks ; if the chances pre- 
ponderated in favour of a rise, what did he do ? He sold, 
and was generally able to buy back again more cheaply, 
and vice versd. It was not that his calculations were 
wrong, but that the events which favoured a rise or 
a fall had already been appreciated to the fiill by ''the 
market," and he was generally in time to go with the 
readdon and make a [»H>fit. 
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CHAPTEE II. 

THE GENERAL INFLUENCES BEARING ON ALL MARKETS. 

Capital increases Demand in some cases, Supply in others — Effects of 
Legislation variously apparent — How and when Legislative 
Measures chiefly affect Markets — Impeded efficiency of Capital 
affects Prices in a Trade — How War affects Markets — The amonnt 
of Capital in a Business is the main Regulator of Profits and 
Prices in it. 

A MARKET, defined as a conflict of competitions — ^buyers 
on one side and sellers on the other — depends, first, on the 
amount of competing supply; second, on that of com- 
peting demand. 

Supply, considered by itself, is always governed by the 
number and power of those engaged in production. In 
other words, the^ amount of capital engaged in producing 
has much to do with the price of the article produced. 
If there are ten manufacturers producing lace at ten 
shillings per yard, and another manufacturer comes in and 
competes, the price must fisdl, other things remaining equal. 
The increased capital represents eleven, while the former 
capital only represented ten, and the increased competing 
capital causes producers to put a lower price on the goods 
produced. Now, the quantity of capital brought into a 
trade is itself governed by many and various causes, the 
chief of which we will briefly go through. First, the 
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supply of capital seeking employment must of necessity be 
regulated by the savings of the country at large; and 
nothing conduces so much to the accumulation of sayings 
tis a plentiful harvest. On April 10th, 1875, the * Econo- 
mist ' alluded to this subject, and the following extract will 
be worth making : " "We may safely say that there has been 
a clear gain to the nation of over a million a month in 
consequence of last year's good harvest ; and the gain to 
the masses of consumers, reckoning the saviug in price of 
home as well as foreign produce consumed, must be 
reckoned at a larger sum. Possibly this saving has also 
something to do vrith the steady increase in the quantities 
of tea and sugar consumed, and any one can see that it 
enables the masses to spend more on other articles than 
necessaries, and neutralises a considerable fall in wages." 

Now, a good harvest is thus capable of saving more than 
£1,000,000 in comparative expenditure every month; 
the population are amply fed, but are yet enabled to 
t^ome into the markets other than those for food all the 
more freely. This may seem at first a vague "ten- 
dency " of a politico-economical character, but the effects 
are so well known that nearly all trades feel a great 
impetus immediately on a good harvest being assured. 
*' But this is exactly the opposite of what you have been 
saying," the readers of these pages may be inclined to say : 
" you want to tell us that increased capital reduces prices, 
and yet you go on to show good harvests, though really an 
increase of capital, do nothing of the sort, but actually 
make markets active and firm." And it is therefore 
necessary to point out that a good harvest is only in- 
<^eased capital in a certain form ; it is not capital which 
<jan immediately increase the looms at work in Yorkshire, 
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give the spindles of Manchester greater produdDg power^ 
or force any greater supply on other than the particular 
market it originates in ; it is an increased supply of food, 
and nothing more, for the time. And it explicitly carries 
out the law, in that case, that increased capital in a 
market depresses such market. ''But what about the 
opposite effect which is experienced by other than food 
markets, whenever a good harvest occurs ?" The answer 
trenches a little on the subject of demand rather than that 
of supply, which latter we are now specially considering, 
but we may as well notice in parenthesis that a good 
harvest in one sense causes a dinUnuiion in capital of 
another sort than mere food, and indeed a very important 
sort. Labour becomes less effective, for if men can get 
bread and live on 18s. a week they will not struggle ta 
earn 20s. ; and there you have one reason for a diminished 
supply of goods — the spindles lose activity, the looms axe 
idler in idler hands, the spur to industry is deadened, the 
rate of production is lessened, in short, the goods brought 
forward for sale compete less and their price rises. Not 
only this, the very labourer who produces less can afford 
to buy more ; his increased Bupply of, or cheaper, food enables 
him to buy more cotton, wool, and coal than before, while 
his decreased productive activity reduces the supply offer- 
ing. Cotton and woollen goods are less cather thiuijnoiie 
plentiful on the market, and coal-stacks decrease visibly 
before the naked and alarmed eye of the mine-owner. 
What is to be done but to raise the price of these and 
such articles, and what is to prevent the masses bujiiig 
them at the higher prices if they have money to spare ? 
A good harvest means above all things money to jytarew 
and capital therefore acts on the side of demand in ihe 
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case of a good harvest. The upshot is that capital must 
be employed, must be kept to the supplying side, in a 
trade if it is to spur competition and depress prices in that 
trade or market ; a good harvest adds at once to the pro- 
diKsing capital in the food trade, it brings more competi- 
tion among sellers of food, it depresses l^e food market ; 
and what it emphatically does not do— act any rate, imme- 
diately — ^is to add to capital in other producing quarters. 
A pohl^cal economist would say it was not so, would show 
that a '' family on a desert island " would produce more 
clothing if it found itself less harassed by the necessity of 
producing more food. But the political economist would 
lose his money if he speculated in organised markets on 
such bases ; his views would not be practical. 

Besides that of a good harvest there is a phenomenon 
very much like it in its ultimate effects; its incipient 
effects can, however, be seldom gauged in the manner in 
which those of a good harvest are gauged. This pheno- 
menon is the great and gen^^ rise <^ prices which will 
infallibly take place after a period of generally depressed 
prices. At the dose of this book wUl be found a tabular 
■tatement of the great rise which actually did take place in 
1872, a rise embracing not one but almost every article ex- 
ported from this country. As we thus charged more to the 
foreign^ for what cost us no more than before — no more 
labour, that is — ^we receive an extra profit of some mil- 
fions, which, like a good harvest, represented increased 
capital. Here, then, we have also b great accession of 
buying powt^. 

A general movement in market prices based on the pro- 
spects of Teal scarcity or plenty, although apparently having: 
little reference to such solid reasons for a rise or fiill, is very 
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-often the result of speculation. In the market for stocks, 
^8 we shall see farther on, prices will move upwards, not so 
much because there is a real demand as because speculators 
think there will be ; the latter bring capital into the market, 
buy up what they can, and so reduce the supply fictitiously. 
In the proper place this market influence must be con- 
sidered in greater detail. : 

But in looking at the effect of yariations in the Supply 
we began by assuming that other things are equal, *. e,, 
that Demand remains at a steady level, in which case a 
diminished capital power employed in producing a supply 
of goods must needs raise prices, and an increased produc- 
tion must, vice versdf depress them. A small increase or a 
small decrease of supply on a market will have a dispropor- 
tionately great effect on the price, and the market fluctua- 
vtions are, so far from being ascertainable by any arithme- 
tical process, based on a deficiency or increase in either 
case, that no law can be laid down as to the course of 
prices on such premisses, even if they could be stated with 
any exactitude or completeness. ** When supply is over- 
taken by demand, prices fly up out of all proportion to the 
deficiency," were the words used by Mr. A. Peel in reply 
to Sir W. Gallway on August lOfch, 1872, when the high 
price of coal was engaging the attention of Parliament. 
And the President of the Coal Owners' Association further 
exemplified this by saying, "When labour is decreased 
20 per cent, prices go up 60 per cent." A small reduction 
of supply, therefore, causes a serious rise in price. But now 
we wish to point out broadly and briefly the more general 
causes of variation in demand. We may, perhaps, best begin 
vthis by reviewing the state of affairs in July, 1876, when 
-heavy rains and floods in Europe had turned prospects of 
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harvest from brightness into much gloom. In one week 
flour advanced j&om 40s. to 47s. at Mark Lane, consols fell 
i per cent, in the middle of a strong advance which seemed 
likely to take their price up to par, and there was " some- 
thing very like consternation " in every trade which de- 
pended on a good purchasing power on the part of the^ 
masses for continued prosperity, and there are few trades 
which do not. In all our markets the harvest was dis- 
cussed, and many were the shades of hope and fear as to 
the damage done, its extent, its permanency, the likeli* 
hood of a recovery, the probability of returning fine wea- 
ther. Wheat was then in course of blooming, and the 
time was critical. It was then that the good effects of a 
previous abundant harvest were appreciated. In spite of 
the general reaction following the inflated markets of past 
years, the abundance of cheap food resulting from that 
harvest had given a steadiness to our home trade, which 
was plain from the evidence of the large traffic returns on 
the railways and their increased dividends. And then the 
&vorable state of the foreign exchanges was also largely 
due to the same cause ; we were less indebted for imports 
of foreign food as a consequence of plenty here, while the 
easy money market produced by the favorable exchanges 
was considered at least as one incentive to new commercial 
activity. But with a change in our prospects of another 
good crop few trades could be relied on to continue so 
steady, and the dulness of export business was likely, there- 
fore, to be more felt in the absence of sustaining power at 
home. Such were the gloomy views as to general activity 
in our markets, and such the too well-known effects to be 
anticipated of a poor harvest in checking the buying 
power — ^the demand, that is, of the whole nation. As tcy 
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the grain trade, all was bustle and buojancj ; speculators 
were buying up cargoes of wheat in yiew of higher prices 
Jatw on, and the holders of stocks in granary were un- 
willing to reduce them. Incidentally it may be mentioned 
as a rule, without any important exception, that the 
further prices sink the more ready are they to respond to 
any revived demand, and the higher they rise the less 
strong are they. The heavy and continued Ml in the 
price of wheat since the last hftrvest had, however, prepared 
the way for a sudden check ; not only were stocks smaller, 
but they were reported to be in ** strong " hands, — ^hands 
^aite likely to close over them tightly on any symptom of 
a revived demand. Capitalists had, it seemed, found it 
advisable to employ their money in the purchase of wheat 
at the previously low prices, and were in no hurry to get 
rid of it in a rising market. Thus a semi-artificial sfcrength 
was given to the market for wheat, and helped to cause the 
consternation alluded to as thence arising in commercial 
circles. 

Markets occasionally exhibit lengthened periods of buoy- 
ancy followed by depression, in which the only fluctuation 
is the length of the steps by which higher or lower prices 
^re reached. At the close of this volume we have the figures 
which can best show these steps upwards in periods of in- 
flation and downwards in periods of reaction. We have 
already alluded to the violent way in which prices fly up in 
the case of a small deficiency of supply ; but when that 
supply is found to have fully overtaken the demand there is a 
tendency to depress prices just as disproportionately. The 
only question is, how rapidly will the fall take place ? In 
the case of iron, after the great inflation of 1872-3, the mar- 
kets were very sensitive to a possible rapid collapse ; buyer 
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were timorous^ and the falls of price were continuous, but 
jerky. It was reported after the first quarter-day in 1875, 
and the report might suffice for many adjacent quarter- 
days, that " Iron has been declared cheap enough for the 
present. The old rates are to be maintained, and withal, 
it is to be feared, the old state of things. This result of 
the recent meetings, singular as it may appear, is neverthe- 
less the only one the masters could have arriyed at without 
making bad worse. A small allowance, to the extent of the 
slender diminution of cost, would undoubtedly have been 
mistaken for the first step backwards, and encouraged 
buyers to wait for the second. Underselling has again 
been hard at work in our district, but still with no greater 
success than had formerly attended its efforts." In such 
times as these there is a shrinking sensitiveness among 
buyers which no advances front the side of the seller can 
overcome; indeed, it appears that a positive attitude on 
the part of the latter would be more politic. Not only a 
large supply, but the slightest appearance of it suffices to 
frighten demand out of the market. 

As to what Acts of Parliament can do to affect prices it 
may be well to give a few instances of market fluctuation 
in consequence of legislation. At the beginning of 1875 
the cost of getting coal was considerably increased by the 
Mines' Eegulation Act, and the increase was estimated by 
competent authorities as equal to about 2«. per ton. It is 
Absolutely impossible to say to what extent the market 
price of coal was influenced by this increased cost — ^whether 
this 28. was the exact measure of the greater scarcity in 
the market, or whether the scarcity enabled the coal- 
owners to put on a greater compensating sum, and so for a 
time made the public share their loss. The said regulation 
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of children's labour in the mine came at a time when coal 
was becoming more abundant all over the country owing to 
the development of new collieries and a diminishing demand 
on the part of the iron trade, so that the effect on the 
market value o£ coal of diminished labour power was, so to 
speak, hidden and swampe bj the paramount tide of trade 
reaction which had then set in, which was sweeping irre- 
sistibly downwards tlie price of all articles previously 
inflated, but it was certain that the measure tended to raise 
prices, because it checked their fall, in the coal market. 

A more curious than edifying instance of the effect of 
legislation has been afforded by metropolitan water com- 
panies. To all intents and purposes these are monopolies, 
and the Government was originally called on to regulate 
the cost of water supplied by them, in order, on the one 
side, to give them a fair profit, and also, on the other, to 
protect the consumers of water in London from possible 
over-charge. Legislation was accordingly adopted, and the 
effect has been a gradual^se in the market value of water, 
and a steady rise also in the value of London water com- 
panies' shares. This was how it'came about. The charge 
of the water companies is based on a peculiar principle. 
Instead of estimating the water actually supplied to a dis- 
trict, and then distributing the cost among the ratepayers, 
they charge an authorised percentage on every house- 
holder, and appropriate whatever this percentage may 
bring in, without reference to the value of the water sup- 
plied. Consequently, an increased rate augments their 
receipts without regard to their expenditure or the value 
of their services. Now rateable value tends in practice to 
rise steadily over the greater part of the Metropolis, and 
in some quarters, in the districts of certain water com- 
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-panies, it has risen very largely and rapidly. Thus, the 
market price of water rises almost irrespective of demand 
rand supply, and depends on the rent of the house to which 
4t is supplied, just as if it was not a separate commodity 
"but part and parcel of the house in question. It is hardly 
necessary to point out the absurdity of the original legisla- 
tion, nor, indeed, does it much concern us here, but it will 
be as well to assume that the rateable value of houses in a 
particular district had, instead of rising, fallen, and fallen 
to so low a pitch that the payment would not have paid the 
water company to supply the district with water. The 
company would in such a case be obliged to stop operations ; 
it would be bankrupt by Act of Parliament. 

Protective legislation is very often the source of market 

fluctuations, most violent in character and lasting some 

time before the state of demand and supply grow accustomed 

lo the new restrictions. A duty is put upon the import 

of, say, our worsted goods in France. If notice is given 

of such imposition, the first effect is to increase the market 

"price of such goods, for French buyers naturally vnsh to 

obtain all they can before the duty comes into operation ; 

"the next effect is to cause violent depression in the value 

^f the particular worsted goods which are no longer in 

demand when the duty does come into operation, for not 

only is the French market well stocked in consequence of 

the previous precautionary buying, but the dismay caused 

by the fear of a great check on future demand is nearly 

^certain to exceed the Hmits of reason in such cases, and a 

^rowd of articles are forced for sale in the fear of even a 

worse price only being obtainable in the future ; then comes 

another reaction, and so the pendulum swings backwards 

•and forwards until prices again reflect in steadiness the 

2 
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equilibrium of supply and demand. The latest instances^ 
of such movements have been the imposition of a string of 
duties in France on imported goods, a similar legislation 
with regard to textile manufactures imported into the 
United States, and a rather striking and illustrative dispute 
which lately took a deputation of Bradford manufacturers 
to Vienna in order to protest against a sudden alteration 
of tariff on certain woollen goods. It appeared that the 
Customs authorities at Prague had suddenly commenced 
making a prohibitive charge of thirty-five florins on goods 
which had previously been allowed to passf without a higher 
tax than fifteen florins, and as this was equal to an increase 
of duty from 6d. to Is. 2d. per yard, the particular English 
merchants exporting such goods found their market utterly 
spoilt as far as Austria was concerned. The Prague 
authorities asserted that the goods in question, having 
cotton warps in them, could not be "fulled" goods, and 
were therefore liable to the higher duty charged on the 
class called " unfulled." Whatever the pretext was, and 
whatever the result, it was the suddenness of this change 
which bore so heavily on the makers of the goods in 
question. Without premonition, they found themselves 
cut short in a profitable business, stocks accumulating on 
their hands, and a prospect of further loss if they did not 
immediately stop the production. Where due notice i» 
given of a prohibition, the market for the article concerned 
is much more gradually affected, although a spasm is not 
unlikely to occur at first ; and an adjustment of supply is^ 
less ruinous to the supplier, who, by reducing his production, 
keeps up prices at about their former level. The remark- 
able way in which English sugar refiners stand their ground 
against the advantages which their astute French competi* 



BEAUING ON ALL MAHKETS. 19 

tors manage to obtain by way of bounties on their exports 
is an instance of the small ultimate effect of legislative 
restrictions on markets; the time at which fluctuations 
occur is at the inaugurations of the changes ; it is then 
that prices and profits are affected. As a proof of this, 
when it was announced that the bounty system would be 
put a stop to in Prance, English refiners were sending 
telegrams all over the country asking information as to the 
exact date at which the old rule would be abolished. 

Legislation will thus affect free competition, and there- 
fore injure the freedom necessary to a healthy market, but 
when legislation interferes directly to create a monopoly in 
addition to protecting native industry the mischief is any- 
thing but trivial or temporary. Perhaps we cannot better 
illustrate this than by noticing the effect of such monopolies 
on trade in Egypt, as shown by Messrs. !R. J. Moss and 
Co.'s circular, dated July, 1875, concerning the state of the 
Egyptian market. 

Grain exporters are much hampered by the action of the Daira as 
to deliveries. The course taken interferes with the arrival of cereals 
from the interior, where large purchases have stored. The usual 
regular and direct supply at Minet el Bassal is consequently almost 
entirely cut off, and the trade is dependent on the caprice or necessity 
of the Daira to place the produce on the market, or to withhold it. At 
the same time, rumours are current that the fellahs are not meeting 
their ** senads." New taxes of every conceivable description are 
absorbing their ready cash ; so that not only are sales of coals not 
possible, but payment of senads for lots previously sold cannot be 
obtained. 

Happily, in this country there are no monopolies to 
disturb prices at the caprice of a government official, nor 
are taxes so embarrassing as to interfere with the free 
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movement of commodities as required by tHe natural play of 
demand. "We cannot, however, quit this notice of the 
effect of legislation without referring to the Licence Duties 
which figure, and no doubt very properly figure, in each 
year's Budget. A singular but reasonable objection has 
been made against the mode of levying licence duties paid 
by brewers, viz., that only the amount levied by them is 
called up in advance, thus increasing the capital necessary 
for carrying on a brewer's business, and therefore reducing 
the competition. This objection Sir Stafford Northcote 
promised to remove by allowing, as was understood, a 
longer credit for the payment of these duties. This will 
make it plain that the capital in a trade has paramount 
effect on the supply in that trade, and more especially that 
impediments to the efficiency of that capital regulate to a 
large extent the market price. 

But, unhappily, the caprice of a government may disturb 
markets to an almost unlimited extent in one terrible way, 
viz. by a declaration of war ; and when wars are recklessly, 
suddenly, and unnecessarily entered into, the shock is all 
the more sudden, the confusion all the more lamentable. 
In the following pages are records of market fluctuations of 
ruinous extent, of dear money, of wildly depressed stocks, 
of fluctuating value in nearly all produce markets. Peace 
and prosperity at home and open ports abroad are no longer 
to be relied on by the merchant who has already bought 
his season's supply of raw material ; the manufacturer finds 
his prospective market disorganised or utterly annihilated ; 
each has no better resource than to sell at once, to lose as 
little as possible, and give up all idea of a profit. Even 
supposing that he wished to hold on in hopes of better 
times, the disturbance of the money market caused by a 
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great war would almost compel him to realise, and it is 
through the money market that the action of war and war- 
like rumours becomes chiefly apparent. A sudden declara- 
tion of war will produce a wild panic, the end or direction of 
which it is impossible completely to trace, much less to 
foresee; but the chief origin of the disturbance in other 
markets is that caused by the sudden disappearance of 
money from the usual centres; to a certain extent it 
migrates, and it also vanishes in a phenomenal manner which 
we will more specially consider in another place. As to the 
effect of war rumours on the cost of borrowed money, it 
may be well to instance here the effect of apprehensions, 
which arose in the spring of 1875, as to what was contem- 
plated in Berlin with regard to a new war with France. In 
the columns of the * Daily News' the following appeared, 
showing at once the depressing effect of such alarms on trade 
generally, and the comparatively secure position of England 
80 far as any scarcity of money was to be dreaded as a result of 
them here. Money, it seems, seeks London for safety when 
a war breaks out on the Continent, and money is not dear 
here on such occasions, however scarce it may become in 
continental markets. The menaces of the Berlin press in 
the spring of 1875 were thus alluded to in the articles on 
Trade and Finance just mentioned. 

" The recent agitation has proved the existence of great un- 
derlying disquiet, and there is no guarantee against Berlin's 
breaking out again in the same mysterious and sudden man- 
ner. Prudent business men feel themselves compelled perma- 
nently to * take in sail' in spite of all the efforts of sovereigns 
and cabinets to scatter peaceful assurances broadcast. 
People in business who wish to be safe cannot afford to 
calculate that there will be no explosion when they see 
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Europe filled with explosive materials, and every now and 
again the match to all appearance is about to be applied. 
The consequence cannot fail to be the establishment of a 
new and formidable check to the revival of trade which 
Europe now desires so much after the depression of the 
last two years. The losses inflicted upon Europe by its 
state of armed truce, and which seemed for a time to be at 
an end after the explosion of 1870 and the peace of the fol- 
lowing year, must again be suffered. The situation is most 
lamentable, but we are only recording here the actual 
feeling which exists in the mercantile world. The check to 
industry which this disquiet occasions will be mitigated 
here by the efflux of capital from the Continent to England 
for safe employment or custody, attended by the simulta- 
neous migration to England of some of the owners of the 
capital and the workmen whom they employ." 

Here we must come back to our original dogma, that the 
main regulator of prices in a trade is the amount of capital 
in it. The demand for an article remaining the same, an 
increased capital employed in producing it reduces its price 
by means of the competition. Wars, famines, and cramping 
legislation have been instanced as reducing the capital 
employed in trades, these being some of the influences 
which affect, not one branch alone, but all of the productive 
industries ; their influence is, indeed, various in various 
markets, sometimes reducing the supply of, but more often 
the demand for, marketable commodities. The effect of wars 
and such mischievous occurrences on prices is perhaps best 
shown by taking the converse of that uncomfortable propo- 
sition, and looking at the prospective effect of peace and 
prosperity on markets and prices. On this subject we have 
been told that the placing of capital at interest has rarely in 
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tany old community, where large accumulations of capital 
take place, been possible for lengthened periods at the rates 
which have been obtained on the average for the last 
twenty years. During that time the investment of capital 
reproductively, in consequence of the increase of machinery, 
the extension of railways, and the development of scientific 
inventions, has been on an enormous scale, and has accus- 
tomed the holders of capital to expect large secured returns. 
But in former periods it was often found that there was a 
tendency in capital to outgrow the means of using it repro- 
ductively, and perhaps after the first period of rapid deve- 
lopment following the establishment and growth of the 
railway systems of the world, the old difliculty of employing 
new savings rej^Toductiyelj may be recurring, with the result 
that there will be a steady fall in the profits of capital. 
Thus, increased capital in a trade means reduced profits, and 
reduced profits lower prices, the rule applying to momentary 
market values as well as to ultimate cheapness or the 
reverse. 
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CHAPTEE III. 

ORGANISED MARKETS. 

The Advantages and Disadvantages of Organisation — Facility of Con- 
tract keeps Price steady in a highly organised Market — Speculative* 
Opinion sometimes Wrong, hut Beliahle and Usefhl on the whol^ 
— Internal hetter than Parliamentary Organisation of Markets — 
But Internal Organisation may he in the Interest exclusively of 
the Memhers of a Market, and reg^dless of the Puhlic — Organisa- 
tion and counter-Organisation against Systems of Fraud necessary 
in order to secure a Free Market — Interest on Deposits fixed by a- 
Combination of London Banks. 

Constant dealings in a particular article bring th» 
market for it into a state of sucli high organisation that 
facilities for buying and selling become of themselves 
enlarged. There is this great advantage in organisation^, 
that the true market price can be immediately obtained ^ 
for an article sold, and the cost of it can be as immediately 
ascertained by an intending purchaser ; but on the other 
side there are some counterbalancing disadvantages in this 
facility of dealing, most of which are, like other hindrance&i 
to healthy trade, of artificial creation. A body of m«m,rall' 
seeking their own profit, must be subject to some sori^ of 
rules ; and these rules, though assisting organisation, are^ 
sometimes productive of capricious speculations and combi^ 
nations, sometimes again of an impeded freedom of con^ 
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tract. !Rules are apt to form a circle, a crust around the- 
privileged bodj, whicli allows of occasional wild flights in 
market price before the influence of demand and supply 
can break through and restore equilibrium. 

The most highly organised market in the world is the- 
London Stock Exchange ; after it, in England, come the 
Liverpool Cotton Market, those of pig-iron in Glasgow and 
Middlesboro', wool at Bradford, cofiee at Mincing Lane,, 
and so on, the article which is least susceptible of intrinsic 
variation in value being most adapted for general dealings*. 
A great deal of speculation by outsiders takes place in 
cotton, which has obtained an organised market more- 
because of the large trade in it than because of its adapt- 
ability for classification ; had there been only a small real' 
trade in cotton, the difficulty of classifying the various- 
grades would have deterred any but experts from dealing- 
in it. As it is, a capitalist can buy middling Uplands 
cotton as easily as he can consols, or sell a ''bear" of' 
Bengal, whether he has ever seen any of that description 
or not, with as little trouble as he can speculate for a fall 
in Bank stock. I have left out the Lombard Street 
money market from this list of organised markets because 
its organisation is natural as regards the members of it, 
there being no clique with peculiar privileges, no body of* 
men to confer them and regulate them, and no visible sigik 
of organisation anywhere. 

Taking the Stock Exchange as the pattern of higlb 
organisation, it will be easy to point out the advantages and. 
disadvantages which a market of the kind exhibits. It is 
too often forgotten that the eager speculation in securities^- 
makes it worth the while of the keenest business men ixk> 
the world to obtain good information on the value of what. 
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they traffic in ; and so a bad thing falls, a good one rises in 
market value, a paying speculation is immediately adver- 
tised to those who will imitate it, a worthless concern is 
publicly exposed by a mere figure on a list. There have 
been scandals on the Stock Exchange, frauds perpetrated 
under shadow of its own rules, fictitious prices on its list 
of unexceptionable securities, and a great outcry whenever 
such knavish fabrications have crumbled. But scandals as 
bad have occurred in other markets where the mode of 
procedure has been* less intelligible, and the rascality and 
credulity less apparent, but as deplorable. The great 
benefit of the Stock Exchange is forgotten because it is 
quietly and daily of use ; its demerits come out only now 
and then, and the high organisation, the distinct rules of 
procedure in it, make stock markets susceptible of the very 
scrutiny which occasionally, and rightly enough, shocks the 
public sense of morality. The best defence of the Stock 
Exchange, which was made at the time of the foreign loan 
scandals, showed that, besides the mode just pointed out, 
in two other ways its agency is of advantage to the public. 
Pirst, it steadies fluctuations by means of the capital 
floating about, which is held for no other purpose than to 
buy up securities for which there might otherwise be no 
buyers just at the right moment. As illustrating this it 
has been pointed out that certain capitalists find it profit- 
able to invest their money in what may be called a business 
of transfer ; " these intermediaries are able to buy when 
there would be no buyers without them, and to sell in 
advance of the public, with the result that all concerned as 
holders or possible purchasers find a facile market for 
such commodities such as is quite without a parallel in 
-other things. One has only to contrast the difference 
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between realising an estate in lands or houses, and realis- 
ing a property in consols, to see that the existence of a 
market like the Stock Exchange enables that to be done in 
a few hours which might otherwise take weeks and months, 
unless done at a great sacrifice. There are certainly few 
other markets to which the owners of a few millions' 
worth of property could come with the certainty that in a 
short interval they could make positive contracts to dis- 
pose of the whole without causing a great disturbance of 
price and in a farther short interval could receive the 
value of what they sold. All this is the result of the 
Stock Exchange organisation, which, of course, is the more 
effective where there is most room for large dealings and 
the securities are of a kind to be widely known and appre- 
ciated." And, second, the securities which are thus made 
so steady in value can be used in a most useful way in 
making payments, in giving guarantees, in moving capital 
from one quarter to another. Many stocks being uni- 
versally known, they form an unequalled means of remit- 
tance when bills of exchange are unobtainable or un- 
suitable for such a purpose ; for instance, to transfer to 
Berlin or Paris in payment of a debt a security instantly 
saleable in those capitals at about a certain price obviously 
answers the same purpose as transmitting a bill of exchange 
which happens to be coming due there. " The existence of 
a mass of Stock Exchange securities which are the object of 
extended dealings among capitalists in every great city, thus 
constitutes a new sort of money available for international 
use, facilitating all kinds of transactions between different 
countries, and economising a vast quantity of unproductive 
metal, for holding which the banking and trading com- 
munity would otherwise have to pay." 
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Bat then^ on the other hand, the very organisation whicb 
does so much good itself induces too much confidence in the 
market price of securities quoted on the Stock Exchange. 
It is found that this advantage has a demoralising effect on 
the puhlic. They get accustomed to invest in secuirities- 
not so much on their own merits as in reliance on what 
seems the market opinion, and because little harm comes^ 
in nine cases out of ten, or ninety-nine cases out of a 
hundred, they are totally unprepared for a mistake in the 
tenth or the hundredth case. 

That market opinion cannot be always right it is of course 
unnecessary to insist upon, but it is the best guide to a just, 
estimate of value that we can have. Market jobbers may 
be called hard names, but they are of use in weighing the 
pros and cons of a question of value ; they merely fill their 
niche in the division of labour, helping the public to a just 
estimate of these pros and cons, and so saving time and 
trouble. "When circumstances are expected to arise which 
do not arise, then market opinion is wrong ; a spasmodic- 
fall in prices is seen as the result of the non-occurrence of 
an event, but it need not be concluded immediately that 
there was over-speculation, and that the market had 
become unreliable. On the contrary, the prompt way in 
which prices right themselves in naturally organised marketa 
is a proof of its general reliability, whatever it may fail in 
as an index to value on special occasions. At the end of 
1874 railway stocks were out of public favour ; there were 
gloomy anticipations of bad trade within the country, o£ 
falling wages, of consequently reduced traffic, both as to gooda 
and passengers ; then there was an ominous armed peace 
on the Continent, and a reaction in trade there as well as. 
in America ; our exports were falling off, and both withia 
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And outside the country there was a time of commercial 
reaction. During all this time the cost of working our 
railways was high. Circumstances seemed unfavorable 
io large dividends on railway stocks, and the public did not 
buy them. But certain speculative capitalists, acquainted 
-with the inner working of the Stock Exchange, did buy 
them under a correct impression that a demand would 
'ultimately arise for railway securities, when they would 
be able to get rid at a high price of what they had 
bought at a low price and realise a very handsome profit. 
The event was a striking justification of such views, but 
had anything unforeseen occurred to upset them, these 
^* operators for the rise " would have been ruined, and the 
market opinion which their careful judgment had stamped 
upon the price of railway stocks would have turned out to 
be a wrong one. This serves as a good instance, too, of 
the business of transfer already mentioned, and is of value as 
showing the public utility of an organised market for public 
securities. Money had been diverted to the Stock Ex- 
change — whether borrowed by speculators or invested for 
a time by capitalists it is to little purpose to inquire— for 
the purpose of buying up the railway stock that the public 
wished to sell, and this fund of money so diverted prevented 
a, heavy fall which would assuredly have taken place had it 
not been there to keep up the price of stock brought to 
market. Instead of being glutted with stock, the market 
was relieved of any pressure of the kind, and prices kept 
up well notwithstanding the persistent sales of timid 
holders. The operation turned out to be one of the 
boldest and most successful that had been attempted for a 
long time. In spite of many unfavorable circumstances, 
and in opposition to the general current of opinion, 
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immense amounts of stock Had been purchased and taken 
up while speculators were selling, and, when the current 
turned, the stock was sold, and at a large profit, on the- 
average. The value of the speculation to the public will 
be recognised, inasmuch as it sustained prices when sinking 
and supplied the market with stock when a return of 
demand occurred. 

There is one section of the Stock Exchange where perfect 
freedom of contract is impeded bj legislative enactment. 
For evil, as I venture to believe, but for good as the- 
Parliamentary wisdom of the time thought, Leeman's Act 
has made it illegal to traffic in the shares of joint- stock 
banks fictitiously, or so to say on credit. If a dealer 
contracts to deliver certain shares, he must find them to- 
deliver ; he must not sell them without having them in his 
possession; he must not pay money to defer delivery of 
them, or his contract will be void. And thus an antici- 
patory or market opinion of the value of banking shares is 
not so finely arrived at ; the buyer has to wait till somebody 
wants to sell ; the seller has to wait till he gets the shares 
into his possession, however much his mind may itch to sell 
and forestall a fall which he has reason to expect. That is 
to say, such are the legal restrictions, and such would be their 
effect if completely carried out ; but a witness told the Com- 
mittee on Foreign Loans that Mr. Leeman's Act was never 
regarded, and that if any member of the Stock Exchange were 
to plead that Act in bar of the completion of any bargain, he 
would be put out. Here is a case of market organisation's^ 
rising superior to the law. It would probably be difficult 
to find where the public were the worse for it. 

That Stock Exchange organisation throws open the door 
to a mischievous class of ignorant speculators cannot be 
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denied. The Foreign Loans Committee made public the 
facts connected with the issue of an inferior loan. A 
clique, or so-called syndicate, undertake within a given 
time to sell the securities issued for a percentage on the 
total sum asked for. The syndicate make a market for the 
loan — ^that is to say, they begin to buy as much of it as 
they can get. Some foolish speculators, seeing the quota- 
tions of the stock, buy with a view of selling at a profit 
before they settled for their purchases. In that way the^ 
public are brought in. That they are brought in by 
anybody's folly but their own can hardly be said with 
truth, but that the high organisation of the Stpck Exchange 
helps to facilitate such swindling cannot be denied. Onefault 
of the system of issuing a loan just briefly described is that 
it gives Stock Exchange speculators — of the ignorant class^ 
be it understood — an interest in getting rid of the rubbish 
which they have bought for ** market reasons." Such 
speculators see their way, as has been said, to buy in view 
of a profit, while the syndicate had an interest in keeping 
the price up, and so long as they secure their own profit they 
do not care who takes the stock off their hands. Of course 
this is disreputable ; they sell a security at its momentary 
value, and as the suggestive phrase goes, "stick" the 
investor with it who buys for what it may be per- 
manently worth. A shrewd writer, signing himself' 
" Eeform " in a letter to the * Daily News,' pointed out 
that ** the system of advertising bonds for a week, making 
a market for them during that time, and then obtaining a 
quotation from the Stock Exchange upon a colourable 
declaration that there have been bond, fide applications for 
them, is most costly to investors, of no advantage to issuers, \ 
and onlif benefits the Stock Uxchan^e, This private cor- 
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poration has acquired so much power that it is enabled to 
prevent any alteration in the mode of issuing bonds which 
^would allow the issuer and the investor to come together^ 
-as in America, without its intervention, and without paying 
a species of black mail to its members. Mr. Cohen says 
that the Stock Exchange has an express rule against 
•dealings before quotation, but, as this is evaded, he thinks 
that it would be impossible to prevent them. As a member 
-of the Committee recently pointed out, the Stock Ex- 
-change has a rule against clerks' of brokers dealing on their 
own account, which is not evaded. This is because in the 
one instance n penalty is attached to the infringement of 
the rule, and then, in another instance, there is no penalty. 
"The members of the ruling body of the Stock Exchange, 
indeed, themselves admittedly deal in bonds, scrip and shares, 
before allotment. It is idle to suppose that the Stock 
Exchange will itself voluntarily abrogate a habit which is 
the very comer stone of a system laboriously built up by a 
powerful combination of trades to ensure to it profits upon 
every new issue of bonds or shares, but it is equally idle 
for representatives of a private corporation to assert that 
legislation on the subject is useless because its members 
will disobey the law.'* Unfortunately, these remarks are 
just, and point out the defect of organisation on markets 
where the rules are drawn up by men having only their 
own interest as a body to serve. The best outcome of the 
Foreign Loans investigation has been that the public have 
been put on their guard. But that protective legislation 
can do any direct public service no one can really hope. 

When organised fraud attacks the very roots of a trade, 
when the existence of a market is threatened with extinc- 
tion, when men of any honour or position are driven from 
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it, and wben yalues become a fiction and a mere name, then 
is defensive organisation a necessity. In cotton, in jute, in 
sugar, and a multitude of other articles whose intrinsic 
value is subject to deterioration, fraudulent modes of adul- 
teration and deception have reached great heights ; to such 
an extent have frauds in the preparation of spurious bales of 
cotton, for instance, risen that a Bombay Cotton Frauds Act 
was passed in 1863 in order to check the system, and Man- 
chester has of late complained loudly that the adulteration 
in American cotton has been " unexampled in the annals of 
commerce.'* In order to counteract these organised frauds, 
some measures of an equally systematic kind have to be 
taken by those most interested in the continued existence 
of the market whose very roots may be sapped ; it is useless 
to entrust these counter- organisations to uninterested 
parties — to legislative assemblies for instance — for their 
regulations will probably be unpractical, and will certainly 
be evaded. The best kind of organisation is that which 
gives most freedom to a market. The Manchester Chamber 
of Commerce had a report submitted to them in November, 
1873, by the directors, on the subject of frauds in the 
Indian cotton trade in which this paragraph appeared : 

The testimony they have collected from the consumers is singularly 
unanimous in favour of maintaining all those legal checks against fraud 
which are now in operation, and confirmatory of the beneficial results 
which have fiowed from the administration of the Cotton Frauds Act 
of 1863. 

But the Chamber did not adopt the report in which that 
paragraph appeared, for the report assumed that legislative 
enactions had been chiefly efficacious in stopping the 
frauds. Instead, they adopted the following resolution : 

That from information received, the directors believe that the con- 

3 
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dition of the cotton imported from Bombay has, during late years, 
materially improved; but they also believe that this may, in some 
measure, he attributed to the natural operaiiont of trade, and the 
facilities now afforded to European merchants for dealing in the interior 
of India. 

That the directors are not at present prepared to recommend the 
absolute repeal of the Cotton Frauds Act 1863 ; preferring that the 
Bombay Government should institute such modifications therein as 
the circumstances within their immediate knowledge may appear to 
suggest. 

This is first-class evidence of the salutary effects of 
i^atural trade in overcoming the drawbacks to it which an 
organised system of fraud might form. The Chamber had 
the wisdom to see this and to put the advantages of an un- 
impeded market before the legislative detail which merely 
counteracted the insidious attacks of fraud, coming from a 
particular quarter, which were bad because they destroyed 
bond-fide competition. 

As to the checks against fraud in the American cotton 
consigned hither experience has made rules necessary both 
to protect Liverpool consignees and to check the roguery 
which threatened to cause some markets in the United 
States to be " sent to Coventry " and ruined by distrust on 
the part of those who occasionally lost by dealings in such 
markets. At the risk of going too much into detail I must 
illustrate this with the following regulation made by a 
board established solely in the interest of New York ship- 
pers at Liverpool : 

The board will investigate all claims made on this side for falsely 
packed or fraudulently shipped bales, and when such claims can be 
substantiated, will issue a document which will enable the merchant 
here to recover from the shipper or planter. 

And the following throws light on the kind of fraud to be 



OEGANISED MARKETS. 35 

^guarded against^ and emanating as it does from the Ameri- 
can National Cotton Exchange Convention, shows the 
forces at work which impel sellers as well as buyers to 
systematise measures for protecting the latter : 

The committee upon the definition of '* false and fraudulently packed'' 
cotton and ''mixed" cotton reported a definition of false and fraudu- 
lently packed cotton as such bales as may contain any foreign substance, 
water-packed bales, or bales containing damaged cotton in the interior 
•of the bale, and such bales as are plated, or composed of good cotton 
upon the exterior and decidedly inferior cotton in the interior, in a 
manner not to be detected without opening the bales. This definition 
was unanimously adopted as official. It was moreover resolved that 
reclamation on such cotton, to be valid, must be made within 100 days 
-after its arrival, and be presented to the seller at the point of shipment 
within thirty days thereafter. The committee proposed to define mixed 
packed cottons to be such bales as contain more than one quarter of 
inferior cotton, the lower quality being so situated in the bale that no 
design of fiilse or fraudulent packing appears. The difference, how- 
•ever, in qualities must equal at least half a grade in bales sold as below 
low middling. This was also adopted and made official. 

£aw cotton is not the only article subject to adulteration 
^nd fraud in systematic ways ruinous to a market. The 
cotton goods trade has been stigmatised as fast becoming 
a national disgrace. Previous to the American war sizing 
was, with very few exceptions, confined to its perfectly 
legitimate purpose of assisting the yam to weave. During 
the war, when cotton rose to such a very high price, num- 
bers of manufacturers, with more ingenuity than honesty, 
devised various schemes of making up for the small quan- 
tity of raw material in their cloth by the introduction of 
China clay, and a variety of other compounds. Hence the 
need of defensive measures for the protection of the public 
•and of the more honest producers, and hence the confidence 
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wjth which certain *' makes " are bought in the market. In? 
the jute trade, too, it has been found necessary to form an 
association in London similar to the Cotton Association, for 
the purpose of regulating the standard quality of jute, the- 
contracts under which it may be bought and sold, and for 
otherwise lessening the abuses which have grown with the 
growing trade. 

But there are markets where organisation is almost im- 
possible, although it is sadly wanted. In the universal' 
competition for business dealers always have many incen- 
tives to keep apart, although they are, as we have seen, 
sometimes compelled to combine, organise their market, and 
make rules for their own protection as a body. The money 
market is a conspicuous instance of the way in which the* 
members of it keep apart, so far as free inter-communica- 
tion is concerned. The lenders of money in Lombard Street 
are all within a stone's throw of one another, but the Channel 
might run between instead of a dark, narrow, little street^ 
for all the interchange of information or assistance that goes 
on ; indeed, it is their business, or they conceive it to be 
so, to have as little to do with one another as possible. In- 
times of good credit and trade each lender does all the 
snug business he can, without letting his neighbour know 
where he lends his money ; in times of panic and distrust, 
neither will fortify his neighbour with ready money or help 
him with information ; on the contrary, each would sift out 
an the bills from his case which he had reason to suspect, 
and would be glad rather than not if some one else took 
the liability without knowing how serious it might prove tc^ 
be. This is free competition untempered by restraints 
which might be organised in the interest of the whole 
market. The Collie scandals were a most convincing proof 
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*of this. Instead of it being to the interest of bill dis- 
-counters and lenders on secoritj to keep apart and mutu- 
.ally suspicious, it has turned out to be quite the reverse. 
Some banks lost nearly all, and sometimes more than all 
their protits for the first six months of 1875, when those 
scandals came to light and the rotten firms failed. What 
they failed in, as is well known, was the power to keep 
^oat a mass of fictitious bills representing value which did 
not exist. The main facts were that the firm of A. & W. 
Oollie arranged with — hired would, perhaps, be the better 
word — certain firms in order to draw upon them. The 
48ubtilty of this proceeding lay in the fact that a drawer's 
name was never particularly noticed on a bill when other 
i;ood names were on it as acceptors or endorsers ; and the 
Collies took care that the " hired " firms should always be 
of good repute. They drew the bills, discounted them, 
speculated wildly but badly on the proceeds, lived luxu- 
riously on money they did not possess, and were an utter 
sham from beginning to end. Here, then, was an organised 
conspiracy, unconscious, perhaps, on the part of the firms 
who allowed themselves to be drawn on, against which 
there was no counter-organisation in the money market. 
Even those lenders who felt uncomfortable about the bills 
they were in the habit of buying, dare not discontinue 
buying them, much less prompt others to avoid them, for 
iiear of bringing on the crash they scented. Those who 
4took them blindly and confidently were careful not to tell 
:any one what a large number of Collies' drafts, endorsed by 
.good names, they were discounting, and what a profitable 
business they made out of the connection. With this sus- 
jpicious and miserly reticence who can wonder that the 
.market was at last convulsed by a crash and was previously 
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played with for years by unscrupulous speculators without^ 
a sixpence of their own to invest and with no legitimate 
trade to invest it in ? And, moreover, who can wonder 
that every now and again a great panic in the London 
money market is advertised in large letters in the papers,, 
with loss not only to the members of that market, but with 
ruin to the public and scandal to the world P 

About the most dear example which can be put forward 
to show the necessity of combination to protect a market — 
to protect it not only from outside fraudulent attacks, but 
from interior random competition — ^and, what is more to 
the purpose, to fix market price — ^is the practice of London 
banks in allowing interest on deposits. That practice for 
many years has been to allow such interest in accordance 
with the Bank of England rate of discount as published 
from week to week, and simply to give 1 per cent, less than 
that rate ; thus, if the Bank charges 5 per cent, per annum 
for lending money, the other London banks allow 4 per 
cent, for the use of the money left with them by depositors. 
The custom worked well enough while the Bank of England 
was the supreme power in the money market, when its rate 
of discount was the real gauge of the value of money, and 
when any one lending money at a rate differing much from 
it would be instantly suspected of doiog unsound business ; 
but times have changed, and the Bank rate no longer 
gauges the value of money with precision, and the Bank 
itseV is a minority, no doubt a very respectable one, but 
only a part of the forces determining the value of money. 
Its constitution, also, is at variance with that of the 
great banks grown up around it. The Bank rate, in fact,, 
has ceased to be a proper guide to the rate of interest 
which the banks may allow for the deposits left with them^ 
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for the anomalj sometimes occurs that the rate so allowed 
by the banks has exceeded the rate which thej can toith 
safety obtain for the money entrusted to them. No wonder 
the question has arisen^ Are the London banks going to 
emancipate themselyes from the rule of the Bank of Eng- 
land P The banks with country branches^ particularly the 
smaller banks, objected greatly to any diminution of the 
rate allowed, for fear of diminishing their very stock-in- 
trade itself — namely, the deposits placed with them. The 
London and Westminster had suffered large losses, and 
that bank seemed to be under the impression that the 
system commonly adopted of allowing for deposits just 
1 per cent, under the Bank rate was the insidious cause of 
these losses; in fSctct, it found its deposits overgrown as 
compared with its means of employing them safely, but 
wished other banks to act with it in discouraging deposits, 
for fear they should obtain too much capital to trade with* 
What was there to hinder it from discouraging deposits by 
declining to give the former interest if it felt its business 
growing unwieldy and beyond management? On the 
other side, why should less overgrown banks refuse deposits 
which they are quite capable of turning to profitable 
account P But some other rule was felt to be necessary in 
order to determine the interest which banks might, one and 
all, allow for the money deposited with them. Competition 
was feared by most of the bankers and bank managers as 
likely to be undignified and harassing, as leading to a 
touting system and diminishing profits in the end ; and 
for those reasons the reverse of competition was thought 
advantageous, a fixed standard was required to which all 
should adhere. In short, combinafcion, not competition^ 
fixed the market value of bank deposits. 
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We have thus far traced some glaring instances of the 
disturbance which may set in in a market not sufficiently 
organised by the members in it ; we have shown that ways 
are so left open for commercial immorality of most scanda- 
lous kind, and we may now in conclusion point to the 
cause of the defenceless condition of a market — a whole 
body of traders — against the attacks of a few fraudulent 
rascals. Shortly stated, the cause is "ignorance, pure 
ignorance." Without organisation and co-operation a 
market is as defenceless against fraud as a flock of sheep 
against one lean wolf, and even more so ; one member may 
think it advantageous to keep aloof from another and to 
refuse him any information which might protect the latter, 
and in time of trouble both will be involved and the 
market generally upset. In the banking trade this lesson 
has been applied with terrible force by the Collie scandals 
alluded to above, and members of the money market have 
«ince then acknowledged to the writer of these pages the 
necessity for some sort of protective organisation against 
«uch disasters. The necessity of co-operation between 
the banks is agreed on by all as established, not so 
much as a means of increasing their profits as of in- 
•creasing their safety, not so much of extending their 
business as of protecting themselves against fraud and 
loss, by organising a common and mutual system of in- 
quiry as to the solvency of firms before discounting their 
bills. Were such organisation introduced it must follow 
that we should hear less helpless outcry against the com- 
mercial immorality of the time, for those directly hurt by 
it would be quietly at work defending themselves, and the 
opportunities of reckless gambling with market prices 
would be at once curtailed. As it is, perhaps, happily, we 
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may rather say, as it was, blind trust was put in many 
firms who bought goods on false pretences, who borrowed 
money without the least power of paying it back again, 
and when the victims find out that they have suflfered a 
great loss instead of making a moderate profit, the com- 
plaint is made that the age and the country are degene- 
rating, whereas the fact is that our national sense of 
caution has been deadened by continued and great pros- 
perity. It is said that fifty years ago our reputation for 
honorable dealing was proverbial, that our good name is 
now no longer the same. Systematic adulteration, short 
lengths, imperfect textures, short weights, false dividends, 
lying prospectuses, and " cooked " accounts, bid fair to 
<lestroy the repute of the nation, which had been built up 
hy centuries of fair dealing. This is, unfortunately, not 
wholly untrue ; but who is to blame ? When the great in- 
flation of prices and business in the iron trade ceased, 
heavy losses occurred and the overtrading speculators 
without solid capital at their backs were soon found to be 
insolvent, although nobody had previously cared to question 
their purchasing power. The buyers were really, in such 
42ases, speculating with the ironmasters' (producers') 
money. When their views were correct they won — for 
profit is no fit term to apply to such gambling ; but when 
prices fell instead of rising, when the iron they had con- 
tracted to pay for at a certain price could not be realised 
except under that price, then they lost more than they 
could pay. The gamblers were to blame, of course, but 
where was the caution of that hard-headed British iron- 
master, who sold his goods for the best price to the worst 
buyers, and was not the seller much in the wrong to trust 
where no trust should have been put ? 
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CHAPTEE IV. 

MONEY. 

To define money is considered difficult, for the word lia» 
come to be used in a very broad sense, tbe substitutes for 
money being included as money in the general conception 
of the term . We must therefore commence by laying down 
an exact definition of its meaning for our own guidance in 
case, when talking of money as it is generally talked of, we 
may occasionally forget what it is in reality. Concrete 
money is current coin of full value ; coin which is not of 
fiill value is only allowed to pass for money for the sake of 
convenience; paper notes are also recognised as money 
only because they rest on convenience, habit, or tradition,, 
all undisturbed by fraudulent counterfeits or failure to obtain 
what they promise to pay ; cheques also are merely substi- 
tutes for unwieldy coin, and are no more money than an 
order to give the bearer of it a horse is a horse itself. Let 
the reader of this book, and of other books on the subject,, 
remember this if he should chance to be enveloped by cloudy 
ideas concerning money, and he will soon find his mind 
cleared. 

But in speaking of the market for money we have little 
to do with concrete coin ; we have rather to consider the 
abstract money — ^the quantity of cheques, bills, and notes,. 
&c., besides gold, which form a substitute for it — the 
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demand for such money and the supply of it. Beal money 
being nothing but current coin of full value, as defined 
above, it would be absurd to speak of a market for real 
money, because whatever was bought or sold at a price^ 
supposing coin of full weight to be the measure of price^. 
woi^d be only exchange for the same thing. Nobody 
would care to buy one hundred sovereigns for one hundred 
sovereigns, the process would be troublesome and profitless ; 
in fact, it would be almost as absurd to speak of buying 
any sort of money with another, though it is often done for 
purposes of transmitting coin to a country where it is 
wanted from a country where it is comparatively useless. 
The great meaning of a money market is none of these 
things ; it is not a market where money is sold and bought,, 
but one where money is lent and borrowed. 

The structure of the London money market, by far the 
largest of the kind in the world, is a curious one. It is not 
a concentrated, organised society, with dealers jostling one 
another under one roof, or competing for business at the 
top of their voices ; it is, on the contrary, very respectable,, 
rather dull in exterior, and the business of lending and 
borrowing is conducted in a few (every year becoming 
fewer) bank parlours and discount offices in and near 
Lombard Street, City. But immense masses of money pas& 
under the control of these few central establishments ; from 
remote districts in the United Kingdom money comes 
pouring in, sent by the country bankers who have it left with 
them for safe keeping ; sent by merchants who find it con- 
venient for their credit to have a balance always lying in 
London ; sent by foreign bankers and other moneyed classes 
abroad ; sent, too, largely by foreign Governments which 
have any to send, and left there by our own public depart- 
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ments, by lawyers, trustees, assurance oflSces, accumulating 
from all quarters to be borrowed again in all quarters. 
The machinery for lendiug and borrowing money works so 
Bmoothly that there is seldom the least creaking or 
stoppage, seldom any banging of heavy bags of gold on the 
floors of borrowing or lending establishments, seldom any 
apparent beat from the immense pulsating heart which 
draws in and distributes the money circulation of almost all 
the world's commerce. The business is done without soiling 
many fingers, often merely by a mark of the pen on a few 
-slips of paper or in a book ; instead of sending coin to and 
from London, as in the last century and later, by coach, for 
the temptation of highwaymen, or even by train, a letter 
is merely put into the post, and large sums are so trans- 
ferred from one person's possession and becomes the 
property of another. A telegram even will do the work 
in a few minutes. Money comes to London, the great 
banking centre for all banks, in small sums and goes out in 
large ; on a bigger scale, it is to banks what banks are 
to individuals. Mr. Bagehot describes the system thus : 
** Take £100 payable on demand, and pay it back in cheques 
of £5 each, and that is our English banking." Li larger 
relative sums that is what is done by London for the 
smaller outlying accumulators of mouey. The four great 
vclasses into which dealers in the London money market may 
be divided are — 1, the Bank of England ; 2, the joint-stock 
Jbanks ; 3, the private banks ; 4, the discount houses. They 
all receive money on one side and lend it out on the other, 
but in difierent ways. 

(1.) The Bank of England has not the relative power 
which it once possessed. The money deposited with it is 
larger in amount now than it was in former years, but 
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competing banks have sprung up around it, and it is no' 
longer the one controlling member of the market who fixed 
the value of money by its own charge for lending it;, 
indeed, the competing banks find it impossible to follow its 
charge, competition being strong amongst themselves, and 
their power to compete being large because of the immense ^ 
extent of the money deposited in their hands. The Bank 
of England is only one among many. But it has two great 
distinctive features which give it at times overwhelming 
power ; its deposits are not in ordinary times a source of 
power, for the Bank has always refrained from attracting 
deposits in the way that other banks attract them ; it has 
not allowed interest on the money deposited with it ; it 
has not borrowed money at interest. Money so borrowed 
has to be paid for, and if it cannot be lent out again the 
borrower loses heavily. The Bank of England is not 
exposed to a risk of the kind, and can therefore calmly wait 
when money is cheap and lend only at a profitable rate ; it 
is not obliged to lend always at whatever rate of interest its 
customers will give, and it can discriminate between sound 
and unsound borrowers with the greater independence. 
We have carefully defined the meaning of real money, 
and here the definition is useful, for, in the second place, . 
the Bank of England derives its great power at unusual 
times to its possession of the one great reserve store of real 
money against times when substitutes fail to act efficiently 
in its place. The other banks and lending houses do not 
keep any such store themselves ; they put it in the Bank 
for safe custody ; the smaller branch banks, the provincial 
savings banks, the outlying dealers in money, do not keep 
any such reserve ; they leave it with the London banks for 
safety and convenience. The reserve in the Bank is found. 
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to be the " ultimate " reserve of the whole money markets 
central and district, where sums are borrowed and lent, 
paid and received in nominal substitutes for it. The 
reserve of real money so held is calculated to amount to no 
more than fourpence in the pound of the liabilities of banks ; 
in case every one should refuse to take notes or cheques 
firom them instead of real money, that would be all they 
could get at once on the average. It can, then, be easily 
conceived that the bank has occasionally a power resting on 
its real money reserve—£10,000,000 to £15,000,000 in 
amount — ^which throws that of any competing bank into the 
shade. If its power were always equal to its responsibib'ty 
the Bank of England would be a political as well as a 
commercial autocrat, for " on the wisdom of the directors of 
that one joint-stock company it depends whether England 
^hall he solvent or insolvent. This may seem too strong," 
says Mr. Bagehot, ''but it is not. All banks depend on 
the Bank of England, and aU merchants depend on some 
banker. If a merchant have £10,000 at his bankers, and 
want to pay it to some one in Germany, he will not be able 
to pay it unless his banker can pay him, and the banker 
will not be able to pay if the Bank of England should be 
in difficulties and cannot produce * his reserve.' " The 
bank is known and shown thus to have an enormous 
responsibility, but in ordinary times that responsibility 
checks its power in the money market; its duty to the 
public is to keep a large reserve, its power in the market 
is measured by the freedom with which it lends that 
reserve, and so its duty and its power conflict. But at 
all times the money which the Bank of England has to lend 
is in amount so large as to be difficult to mentally grasp. 
It may lend money in its possession in the form of — 
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Notes £15,000,000. 

Deposits 26,250,000. 

Capital and rest .... 17,750,000. 



Total 



£59,000,000. 



It need legally keep no reserve of real money against the 
notes ; but against the deposits, which are the real re- 
sponsibility, it has to keep a reserve of £10,000,000 to 
£15,000,000. I say it has to, because every man of busi- 
ness would be alarmed if it did not, and there is a tacit 
understanding that the Bank of England must protect the 
credit of the nation ; it has special privHeges of note- 
issue, and this is the equivalent it gives in return. As 
compared with surrounding banks its lending power is, 
after all, not so surpassing, for the deposits and capital of 
the following banks stand thus : 



London and Westminster 

London Joint-Stock 

London and Comity 

Union 

aty . . . 

Imperial . 

Alliance . 

Consolidated 



£33,460,000. 
22,860,000. 
23,310,000. 
15,730,000. 

4,230,000. 

2,620,000. 

2,870,000. 

3,800,000. 



And these banks usually keep but a very small reserve 
unlent in their hands or at the Bank of England ; if they 
want money they go and borrow it at the Bank, which by 
60 doing has the distasteful function of supporting its 
competitors in times of trouble only to be underbidden by 
them in times of prosperity. The competing banks are, as 
the last figures show, of more importance collectively than 
the Bank when there is no question of real money, but in 
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times of panic then does the Bank assert its power as the 
only custodian of real money ; when substitutes for it fail 
in their efficiency the hoards of gold in the Bank yaults are 
wanted by borrowers (I should rather say that they want 
bank-notes or promises to pay that gold in some cases, but 
the distinction is quite immaterial). The Bank then holds- 
the market in its hands; it can charge almost what it 
pleases for the loan of money, for it is the only lender in 
the market. Such times are very much feared ; the least 
sign of their approach is the occasion for trepidation 
among unsound traders, and they early take care to secure 
a stock of ready money when the ordinary substitutes of 
money are no longer ** taken for granted." In fact, even in 
ordinary times, if the Bank directors sit a few minutes 
longer than usual in considering their charge for lending 
money something is apprehended to be wrong, and people 
want to know the reason ; if a succession of rises in the 
Bank's rate of interest takes place the reserve is supposed 
to be endangered, the basis of our credit system shaking. 

It is at times of disturbance in our credit that the Bank 
is appealed to, and it is then that its peculiar constitution 
enables it to play a prominent part in the crisis which ha» 
to be surmounted. By Feel's Act of 18M the Bank was 
constituted in this manner : — It was to have the privilege of 
issuing the £15,000,000 of notes above alluded to, and as- 
many beyond that sum as it cared to ; but there was no 
profitable privilege attached to the issuing above the fifteen 
millions, for gold had to be kept against every pound of the 
excess issue. To one unversed in this peculiarity of the 
Bank's constitution it would be easier to separate in his 
own mind the issue of notes from the rest of the Bank'» 
business ; for instance, to imagine that as soon as the Bank 
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issues notes above £15,000,000 the Government seizes gold 
to the extent of the excess, and carries it off as a guarantee 
•of convertibility. The issue department of the Bank of 
England might be mentally localised in Westminster in- 
stead of the City. This is in figures the mode in which the 
Bank's note accounts are kept : 

^otes isnied . £87,750,000 Government debt lecorities . £11,015,100 

other secnrities . . . 8,984,900 

£16,000,000 

Gold coin and boUion . . 22,750,000 



£37,760,000 £37,750,000 



The law insists upon this: if note- money is to be 
•issued on the security of gold-money, the gold shall not be 
used as well as the notes, but must be kept under lock and 
key in case of emergency. In three great panics since 
1844 that emergency has arisen, and the law has been 
•relaxed; the importance of the institution can therefore 
be gathered from this one fact, that the law has been 
broken to save the Bank of England. Thus it is that no 
one "ever dreams of questioning the credit of the Bank^ 
and the Bank never dreams that its own credit is in 
danger." 

As to the position of the Bank of England towards the 
public, it is useful to recall the words of Sir Eobert Peel 
when speaking on the subject of the Bank Charter on 
May 6th, 1844. It was a matter, he said, which enters 
into every transaction of which money forms a part. There 
is no contract — public or private — ^no engagement, national 
or individual, which is unaffected by it. The enterprises of 
commerce, the profits of trade, the arrangements made in 
M the domestic relations of society, the wages of labour, 
pecuniary transactions of the highest amount and of the 

4 
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lowest, the payment of the national debt, the provision for 
the national expenditure, the command which the coin of 
the smallest denomination has oyer the necessaries of life, 
are all affected by the decision on that one subject. 

(2.) The joint-stock banks of London have multiplied 
and become prosperous because they have managed to 
instil confidence as to their stability in the public mind. 
When a bank is confided in it is easy to induce people to 
deposit money with it, and when a bank obtains large 
deposits it has something to work with; it becomes ''a 
monopoly business,'* because competitors not possessed of 
public confidence cannot set up in opposition. The joint- 
stock banks started with large capitals, which they adver- 
tised and paraded ; they were not afraid of publishing their 
accounts periodically; they stimulated public confidence 
and obtained it. Having attracted deposits into their hands 
their next step was to lend out the money obtained in that 
manner ; and, indeed, it was a step they were compelled to 
take, for, unlike the Bank of England, they allowed a 
certain rate of interest on much of the money confided to 
them, and had to employ it at a rate — ^a better rate if 
possible — ^in order to avoid dead loss on it. Por this 
purpose they employed intermediaries, a class of so-called 
bill brokers or discount houses, who examine carefully 
special descriptions of securities^ become fiimiliar with the 
ins and outs of peculiar branches of lending business, and 
are glad to get the money to lend which the banks have at 
disposal. 

(3.) Private banks do much the same kind of business as 
the joint-stock banks, but are generally, to a larger extent, 
their own bill brokers ; they have special connections, 
especially in the provinces, which enable them to lend 



HONET. 61 

money safely and profitably, where other banks would be 
in tiie dark. As joint-stock banks increase their hold on 
poblic confidence, the tendency is for private banks to die 
out ; for none but the great well-known concerns to exist, 
and for smaller ones to lose their depositors. If the private 
keep only their lending connection, and lose their deposit 
connection they become less bankers than bill brokers. 

(4.) Bill brokers, or, in other words, discount houses, are 
described as intermediaries between the borrowing public 
and the less qualified capitalist ; knowing better than an 
ordinary great bank can possibly know which borrowers 
can b^ safely trusted with loans, they are, so to speak, paid 
agents of the banks. The mode in which they are paid for 
their trouble and special knowledge is this: they give 
interest on the money deposited with them by the banks 
and charge a higher interest themselves on the money they 
lend to their customers. The discount houses pay interest 
on all the money lent them by the banks, but refuse 
deposits if they cannot employ them ; banks, on the other 
hand, allow interest to the public on only a part of the 
deposits left with them, but seldom or never refuse 
deposits at a certain rate, if depositors will consent to give 
a week's notice of withdrawal ; thus, under different forms, 
money is lent from the individual to the branch bank, and 
from the branch bank transferred to a central London 
bank ; the latter lends it to a discount house, the discount 
house lends it to merchants on their bills, and so it comes 
that private individuals ultimately trust their money to 
the discretion of these discount houses in lending soundly. 
A country parson may think his sole reliance is placed on 
the local bank in which his deposit is kept, but he never 
knows where his money ultimately goes; it may quite 
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likely be lent to a manufacturer of warlike weapons and so 
assist to destroy human beings, while the unconscious 
owner is peacefully preaching at home on the horrors of 
warfare ; it may go to build useless railways in America^ 
which lead to loss, panic, and ruin among the ultimate 
borrowers of his money, and the local bank may or not be 
shaken, or may fail as a result of such causes working in 
the unknown distance. The important part the discount 
houses play in our credit system can be imagined from 
this simple fact, that they are the ultimate agents em- 
ployed for winning interest on the money of capitalists ^ 
they do not lend all the money in existence, but they 
control a great portion of it. Stock brokers lend some of 
the money of banks on the security of stocks and shares, 
not of bills, but they are probably much less important in 
the aggregate than the discount houses, although they are 
lending agents as strictly as are bill brokers. Overend, 
Gumey and Co. were bill brokers; when they failed 
the failure caused trouble all through the chain I have 
just linked; to the farthest country village trouble was 
felt ; to some banks ruin was the result, to many direct loss, 
and to every one there was indirect harm. It came home 
in an impressive way to the public that the nation en- 
trusted most of its floating capital to the hill brokers, and 
the failure of the great firm was startling, for the public 
found they had no check on their indiscretion. On this 
subject Mr. Bagehot's ' Lombard Street ' says, " Pro- 
bably not one thousandth part of the creditors on security 
of Overend, Gumey and Co. had ever expected to 
have to rely on that security, or had ever given much 
attention to it. Sometimes, indeed, the confidence in the 
bill brokers goes farther. A considerable number of 



MONET. 53 

persons lend to them, not only without much looking at 
the security, but even without taking any security." How 
pernicious such laxity must become is best shown by the 
examination of witnesses in the disastrous cade of Alex- 
ander Collie, some details of which will be most useful to 
record as an assistance in comprehending the structure of 
our money market. It seemed that bankers took the 
bills as security because bill brokers did, so that they 
were virtually trusting the hill hroJcers^ and hardly stopped 
to test the bills or to study their nature. 

On August 4tb, 1875, Mr. Alexander Collie, of 12, Kensington 
Palace Glardens, and Mr. William Collie, of 8, Aytoun Street, Man- 
chester, partners in the firm of Collie and Co., who had recently 
failed with liabilities of some two millions sterling, appeared at the 
Guildhall to answer to the charge of obtaining large sums of money 
amounting to nearly half a million sterling by means of bills of ex- 
change purporting to be genuine trade bills, but which were in fact 
mere accommodation bills. 

Mr. William Brown was sworn, and examined by Sir H. James* 
He said — I am a member of the firm of Saimderson and Co. I have 
been in business as a bill broker five years, or rather more, and during 
that time have been in the habit of discounting bills drawn by Messrs* 
Collie and Co. on different acceptors. 

Sir H. James — Were certain of the bills that you received from 
Messrs. Collie rediscounted with the London and Westminster Bank ? 
—Yes. 

1 believe it is the general practice of bill brokers to rediscount bills ? 
—Yes. 

Now, did all the bills which are before you, and which were redis* 
counted by you with the London and Westminster Bank bear marks 
or letters after words ** value received," some having stars or diamonds ? 

Witness (after examining the bills before him)— They all bear 
marks. 

Sir H. James (to witness) — Speaking from your experience as a bill 
broker, tell me what would the marks which you find upon those 
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bills convey to the mind of a person engaged in trade as a bill broker? 
— ^That the bill represented a genuine transaction. 

What do you mean by genuine ? — That value has been g^ven. 

By whom ? — By the drawer. 

When you find the word "account" with letters, and the word 
•* goods" afterwards, what does that convey to your mind? — That 
there are corresponding marks on bales and invoices. 

Have yon ever made any inquiries as to the bills? — ^As to the 
acceptors, how they were getting on, whether they were making 
money or otherwise. 

Have you ever gone through any list of acceptors with him (the 
drawer) ? — Yes. 

How often do you think ? — Once or twice a year. 

When was the last time you did that ? — ^I could not fix a date. 

About how long ago ? — Six or eight months, I should think. 

Sir H. James— From your experience as a bill discounter what would 
you say such marks and letters represent to persons engaged in com- 
mercial life ? 

Witness — If the acceptors are known as buyers of goods, I should 
consider the marks on the bills to be marks on goods. I mean that 
the same mark would be on the goods that there is on the bilL That 
is the inference I should draw from seeing such marks. If I did not 
know who the acceptors were, I should draw the inference that they 
either referred to goods or to an opened credit account. If a bill were 
drawn on a credit account at Messrs. Baring's, there would have to be 
the funds provided to meet such a bill. 

Sir Thomas White — There would have to be value to meet the bill ? 

Witness — ^Tes. On looking over the bills again I find that with two 
exceptions all the drawers were known to me as buyers of goods. I 
had different conversations with Mr. Alexander Collie about the bills. 
He never told me anything to cause me to know that there were no 
goods against which these bills were drawn. I was in the habit ot 
seeing him three or four times a week. I made inquiries of him as to 
the position of the acceptors about half-a-dozen times in the course of 
a year. I inquired of the firm of Collie and Company why some bills 
had only marks, whilst others had marks and numbers. I don't know 
whether I asked Mr. Alexander Collie or Mr. Evrey ; it was one of the 
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-two. Having made that inquiry, I never knew hut that there were 
jfoods agaimt which these hills were drawn, I have made out lists of 
the acceptors of Messrs. Collie's bills about half-a-dozen times a year» 
and I have asked what market the goods were going to, and, if the 
amount was large, why they were buying so many goods — I mean why 
the acceptors whose names were on the list were buying so many. I 
asked for any information that could be given as to the position of the 
acceptors. Those inquiries were made after we had discounted the 
bills to which the list referred. I went through the list within six 
months before Messrs. Collie's suspension. 

Mr. Henry Lennard was then examined by Sir H. James. He said 
— I am a member of the firm of Bennison and Lennard, who have 
■carried on business as bill discounters at 39, Lombard Street upwards 
of thirty years. We discounted the bills of Messrs. Collie for about 
five years. They came through Messrs. Young and Borthwick in* 
variably. It was our practice always to rediscount, and we rediscounted 
all Messrs. Collie's bills, which we received from Messrs. Toung and 
Borthwick, with the London and Westminster Bank. (A number of 
bills were here placed before the witness.) You see in those bills after 
the words " value received," in some cases "account goods " with letters, 
;and in others only letters ? — ^Yes. 

In the bills discounted bearing Messrs. ColHe's signature, I believe, 
you always found marks of that kind ? — I don't think all the bills had 
them. 

Did a great number of them bear such marks ? — Yes. 

I suppose you were acquainted with the names of many of the 
-acceptors ? — ^All of them. 

Now, speaking from your experience as a bill broker, finding such 
marJcs and words on those bills what efEect do you say would he pro* 
duced hy them on the mind of a person carrying on husiness in that 
line ? — That there would he security independent of the drawer^s and 
the acceptor's responsibility to meet the hiU» 

Bo you recollect your attention being called by the officers of the 

London and Westminster Bank to the fact that some of the bills bore 

letters upon them and others only marks ? — My attention was once 

'Called to the fact that some bills did not contain the names of the ships 

hj which the goods were being carried. 
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Now, from first to last, both before you made that inquiry and after- 
wards, had yon any reason to doubt that these bills of Messrs. Collie- 
had been drawn against goods ? — None whatever. 

Mr. Pollard said Serjeant Ballantine had asked him to request that 
the cross-examination of all the bill brokers might be postponed. 
It was understood that this application was acceded to. 
Mr. Kainbow, examined by Sir H. James — I am the senior partner* 
of the firm of Rainbow, Holberton, and Co., of St. Helen's Flace^ 
merchants and commission agents. 

What was the nature of the business with respect to which you first 
commenced to accept bills drawn by Collie and Co. ? — Those bills all: 
refer to specific transactions. 

State the nature of the transactions P^Messrs. Collie and Co. pur- 
chased cotton on joint account with ourselves. 

When did you first make application to him as to the disposition 
of the cotton ? — From time to time since the purchase of the cotton ii^ 
1873. 

What answers did you receive from him in reply to your early" 
applications ? — I received advice from him not to sell, but to* 
hold on, tbe reasons given being the depressed state of the markets 
and the probability of a short crop. Those inquiries were continued. 

Pid you at tbat interview (on the 14th June) have anything said to> 
you by Mr. Alexander Collie to cause you to believe that this cotton 
had ever been sold ? — Nothing. 

On the next day, I believe, Messrs. Collie suspended payment P — 
They did. 

And in consequence of that did your house suspend payment on the 
day following, namely, the 16th Jime P — ^We did. 

On the 18th did you see Mr. Alexander Collie again P — I did, at his- 
office. On the 16th we had received a telegraphic communication from 
a member of the firm of George Collie and Co., of Liverpool. It was^ 
in consequence of that communication that I saw Mr. Alexander Collie 
on the 18th. I informed him of my intention to go down to Liverpool 
to look after oar interests there with respect to this cotton. He tord- 
me tbat his brother, Mr. George Collie, was away in Scotland, and 
that therefore, if I went, I should not see him. I reiterated my in> 
tention of going, and Mr. Alexander ColKe then informed me thaJL 
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something very wrong had been done. I am giving his exact word» 
as near as I recollect. He said that oar cotton had been sold, and 
replaced, and resold again ; that the accounts got mingled, and thai 
all trace of our interest in the cotton had been lost. 

Did he say anything else ? Did he say what your remedy was ? — 
He advised me to claim for the full invoice cost on the cotton upon his- 
estate. 

Did he tell you whether there was any cotton in existence at your 
disposal against which these bills had been drawn ? — He did not. 

And I believe your house now finds itself acceptors of these £65|00(V^ 
worth of bills without any cotton to fall back upon ? — We do. 

And in consequence your house has had to suspend payment ? — Yes. 

You were solvent in other respects ? — We were. 

Did you believe at the time that yon accepted these bills that the 
cotton was in existence to meet them ? — I did. 

Prom your experience what do you say would be the inference drawn 
by a commercial person taking those bills and reading those marks and 
letters on them after the words " value received ?" — I should take 
them to be an index of the special transactions for which the value was- 
received by the acceptor. 

And those marks would represent goods? — ^Yes; for instance, if 
Collie and Co. purchased 10,000 pieces of shirting, and wished to delay 
the shipping, they could not have been kept out of their money, but 
they would have drawn against us, and have put a mark to represent 
the goods, as an indication that they were holding the goods on our 
account. 

Then do I understand you that those marks represent goods in the 
hands of some one ? — Certainly. 

Cross-examined by Mr. Pollard — Of the cotton that was purchased 
on our joint account, 700 bales were bought at 9f d. a pound, 700 at 
lOfd., 600 at 9id., and the remaining 2000 bales, I believe, at 7|d. 

Was there any conversation between Mr. Alexander Collie and your- 
self, in which he guaranteed you that your loss should not exceed 
£500 or £1000 ? — In October last I asked him what our share of the 
loss on cotton would be, and he replied about £1000. 

The price of cotton is published daily, and is as easily ascertainable 
as consols ? — Yes. 
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And you believed that on 3900 bales kept from March, 1873, with 
-charges for storage, the loss would only be £1000 ? — Mr. Alexander 
Collie told me that it was a particular kind of cotton for the manu- 
facture of a peculiar kind of goods, and that it was on that account 
that it was not sold. 

At the end of 1873 was there not a loss of ^£20,000 on these 3900 
bales of cotton ? — I can't say. 

Is it not the fact that Alexander Collie offered to work that account, 
and that your loss should not exceed JSIOOO? — He offered to do it for 
less than that on the 14th of June. 

I ask you whether it is not the fact that when you were accepting 
these bills he offered to g^uarantee you ag^st a loss of not more than 
£2000 ? — He did offer, but the guarantee was not accepted. 

Did you debit yourself with a single sixpence in respect of these 
•cotton transactions ?-^We did not. The cotton was not realised, and 
it is not our practice to debit ourselves with any loss till the account 
is closed. This was opened. 

Mr. Alexander Collie never had guaranteed your loss ? — ^Never. 

And instead of your loss being £1000, 1 am afraid it is £65,000 ?— 
It is £53,000. 

And there is no cotton to sell ? — None at aU. 

Messrs. Collie having sold it all ? — Messrs. Collie having sold it alL 

Sir H. James then put in several original documents, one being a 

memorandum dated 7th July, 1874, signed by Alexander Collie, that 

the accounts open in their books for the resale of goods and of cotton, 

which had been hitherto held on joint account, should be held on the 

sole account of Alexander Collie and Co., and that a charge of one per 

cent, be allowed by them to Alexander, Son, and Co. on all their ac- 

'Ceptanoes on account of the above after the 1st January, 1874. The 

-other documents were of a similar character, one per cent, commitium 

•heing allowed to the acceptore of hills, 

Hho whole case is melancholy but instructiye. It shows 
^1) that the lenders on security of the bills took no suffi- 
-cient precautions ; (2) they had no adequate information 
418 to the solidity of the acceptors of the bills, and they 
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were quite in the dark as to whom they were really 
^dyancing money to. When the whole thing came out 
bank managers and directors professed their great sur- 
prise ; they had never seen an acceptance of Collie's ; that 
£rm had its name only as a drawer of bills, and the con- 
tingency of a drawer having too many bills in circulation 
was never anticipated; (3) the case also showed that a 
confusion of ideas existed among the banks as to whether 
they trusted to the bill brokers or to the solidity of the 
security which the latter deposited when they obtained 
money from the banks. If the bill brokers' integrity and 
4Bkill are to be solely trusted to, then the solidity of their 
business must be regarded and nothing else ; but if the 
bills are to be trusted to exclusively, then the functions of 
the bill broker are at an end, the bank will be their own 
broker, will see to the detail of bills and credit ; in that 
•case the brokers must to a great extent cease to exist. 
The question might be, and indeed has been, asked. Why 
^d the joint-stock banks more than other banks suffer 
from operations by the fraudulent borrowers? The 
^greater part of the bills discounted for Collie and Co. were 
held by them, four of the principal joint-stock banks having 
more than a million of the worthless paper as security (!) 
:against money lent, and it was, therefore, shrewdly enough 
<$onceived that the banks in question were overloaded with 
deposits, that they had more money on their hands than 
they could employ safely and profitably. The dilemma 
was singular, but perhaps there can be no wonder that the 
Joint-stock bank managers preferred to risk money on 
doubtful security rather than endure certain loss by not 
lending at all. The remedy for such dilemmas is difficult 
to apply in practice ; it has been suggested that no interest 
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should be allowed beyond a certain amount of deposits; 
that banks should agree amongst themselves as to what 
they can afford to pay in the way of interest, and so avoid 
competition for deposits ; that co-operation should be 
resorted to among the banks in order to obtain information 
for their own guidance as to the stability of forms whose^ 
bills come before them for discount. But time only can^ 
show if any of these suggestions is practical. 



Modern Economy of Money, 

We have various appliances now in existence for dis- 
pensing with money in settling transactions and paying 
debts; and there is always so much indebtedness among 
merchants that such appliances are facilitated as well as 
made necessary if business is to be unimpeded. It is well 
known that money is in reality little used, but that substi- 
tutes of more or less efficiency are used in its stead, that 
those substitutes generally work well enough, though they 
occasionally fail entirely to settle debts, and then real 
money is wanted to supply their place. In times of panic^ 
or general fear, that is, for the stability of firms using 
substitutes for money — they may be bills with "bad"' 
names on them, the notes of a tottering bank, cheques 
with **no effects " in the bank on which they are drawn — 
money is suddenly wanted in all sorts of transactions, for 
anything but money may be refused in many cases. In 
ordinary times A will send goods to B, which the latter 
will sell to C ; A will not insist upon having his money for 
them until C pays up ; then, instead of C paying B, and B 
then taking the money to A, it will be more convenient for 
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C to transmit it direct to A ; the chain may reach from A 
to Z, Z liquidating the debts backwards all through the 
alphabet by handing his money to A, the rest being 
arranged by a few figures in T's, X's, &c., back to B's 
account books. But in times of bad credit A will, per- 
haps, object to waiting till Z pays him, and demand imme- 
'diate payment from B, who runs to C for money, and so on. 
The machinery of credit soon becomes impeded because of 
the interdependence of its parts, and it is upon credit that all 
modes of economising money are based. It is well to under- 
stand this, because fluctuations in the money market are of 
the most violent character when some of our modes of 
doing without real money fail and become inefficient ; at 
such times the demand for money and its value alike 
increase enormously. No better instance of the funda- 
mental system which enables us to dispense with money in 
our great trades, except in the settlement of small balances, 
is furnished by the clearing-house system asapplied to banks. 
At Manchester there are fourteen banks which settle their 
balances every day by this means; instead of each one 
presenting to the others the cheques which it may have 
received, and receiving money for them, they all agree to 
-deliver the cheques merely as vouchers, compare the 
amount of their claims against each other, and simply 
settle the difference. At a certain hour of the day one 
derk enters the clearing house ; he walks round the room 
and lays on the desk belonging to each other bank the 
parcel of cheques and the corresponding list of their 
amounts. In a little time thirteen similar parcels and 
lists will be laid on his own desk by the clerk of other 
banks, and as they come in he compares the list with the 
<5heques, verifies the addition, and if all be correct pays or 
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receives a certificate for the difference. But it may occur 
that all is not correct^ that, on the contrary^ some of the 
cheques are on overdrawn and bad accounts ; the chequea 
are dishonoured, sent back through many hands, and 
money has to pass instead. That is the way in which 
stringencies often occur in the money market. 



Frice. 

Krst, but only incidentally, an analysis of price, in sa 
far as it is connected with market fluctuations, leads us ta 
the remark that not only do variations in demand and 
supply influence the price of every article, but fluctuations 
in price have a great immediate effect on the volume of 
trade in all markets. It is always seen that when the 
price of an article begins to rise every one rushes into the 
market and buys ; when it begins to return to its previous 
point nobody buys the article if he can possibly do without 
it, for he expects to be able to obtain it cheaper by waiting. 
Bemembering this the reader will be the less surprised at 
the heavy fluctuations in prices and business which nearly 
all markets exhibit; it would be natural to think '' every 
one does not grow rich aU at once; it is the work of a 
lifetime, and is then often at the expense of others who 
grow poor. People do not all want to buy consols at 
once; they do not all want fire-shovels at the same 
moment; there is nothing to cause sudden anxiety to 
become possessed of hats, coats, tea» furniture, railway 
stock, copper bars, &c. ; the fierce competition in buying 
them must be a mania, an epidemic. Population increases 
steadily, and therefore the demand to supply this popula- 
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tion should increase steadily too. Trade should be steady^ 
in short." It would be natural to think thus, but it would 
be wrong ; and this book should show it to be wrong — 
should show, on the other hand, that there are cycles of 
inflation and contraction in market prices, extending over 
weeks, months, and sometimes years. 

But there are various kinds of price. There is the gold 
price, which we are used to in England, and which is the- 
best and least varying standard by which every article^ 
may be measured ; but even gold is not by any means an 
unvarying measure. Professor Jevons, in his work on 
* Money,' states that between 1789 and 1809 it fell in the 
ratio of 100 to 54, or by 46 per cent. ; that from 1809 to 
1849 it rose again in the extraordinary ratio of 100 to 245,. 
or by 145 per cent., rendering G-ovemment annuities and 
all fixed payments extending over this period almost two- 
and a half times as valuable as they were in 1809 ; that 
since 1849 the value of gold has again fallen to the extent 
of at least twenty per cent., and that fluctuations of from 
10 to 25 per cent, occur in every credit cycle. Now, Mr^ 
Jevons is no doubt right, for a sounder theorist hardly 
exists, but we must avoid his mode of looking at the 
question, and show, not that the price of gold has varied as 
compared with commodities, but that market prices have 
fluctuated as measured in gold. 

Then there is the silver price, which has fallen 10 per 
cent, within the last fifteen years as compared with gold. 
Values expressed in silver would thus be doubly deceptive. 
The table subjoined shows the great variations which that 
metal is subject to even from year to year, and the in* 
fluences which bear upon its market value as metal. The 
first and most important consideration in determining it& 
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value is the amount required bj India, for that is an 
exporting country, whose exports have to be paid for in 
-silver, and a country, moreover, with a population increasing 
its commerce even more rapidly than its number. I say 
India because, although the silver given below as exported 
to " the East," yet China absorbs little itself, but gradually 
isends it to India ultimately in order to pay for opium. It 
will be seen, then, that when the drain of silver to the East 
was at its strongest point, the price of silver was at its 
highest. Second, the amount of silver imported into Eng- 
land has had much influence, for most of the silver produced 
throughout the world comes to London as the central and 
best market, and our imports therefore gauge pretty accu- 
rately the yearly supply. Of late years our import of silver 
has been largely swelled by the surplus from Germany, 
which is engaged in substituting gold for the silver formerly 
<;urrent. The coinage of silver in Germany up to 1871 was 
ninety-four millions sterling; much of that had probably been 
exported or destroyed, but there was no doubt a large quan- 
tity which would have to come on the market as metal, for 
the amount of silver to be retained in that country is not 
to exceed twenty millions sterling, so that the German supply 
has been sufficient to depress its market price severely and 
continuously. The effect on our imports has therefore 
been to swell them, most of the metal from Germany coming 
here, although France has absorbed a great deal, and a little 
has lately been shipped direct to the East. Third, an 
influence bearing greatly upon the value of silver is to be 
found in the more extensive employment of gold as 
currency which has succeeded the gold discoveries of 1848, 
the greater supply consequent on them forcing silver out of 
use as a much less convenient metal for coinage and for 
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international payments than gold. The gold price of silver 
has now fallen under 57, after having been over 62 during 
part of the year 1864. We have recently had to send 
silver to India as a loan to help that country during the 
rice famine of 1873-4, but that demand has been povrerless 
to take off the additional supply or arrest the dovmward 
course of the market price. India has a wonderful power 
of absorbing greater or less sums of silver as the supply 
varies, and it accommodates its requirements of that metal 
to its power of obtaining it in this manner : when silver 
falls in value, imports of goods into India are checked, for 
shippers want more of the Indian currency than before to 
compensate them for its decreased value, and this, having 
all the effect of making prices dear, checks the demand for 
goods ; and on the other hand, exports of Indian produce 
are just as much stimulated, for gold can be obtained for 
them, and gold has become more valuable in its relation to 
silver. So that in the case of a fall in the value of silver 
India exports more in order to get gold prices, and imports 
less in order to avoid paying the enhanced silver prices ; 
and as this must leave an increased balance in favour of 
India, money must be sent to settle it. In this way it is 
that a fall in the value of silver always finds India ready to 
absorb more of it as currency. "When the value of silver 
rises, the rule of course has an inverse application, and it 
absorbs less. In a recent speech Lord Northbrook alluded 
amongst other things to the obstacles in the way of making 
payments in India to Europe when the price of silver has 
fallen : " Every one, " he said, " who has to make a remit- 
tance to England, that is to say, who has to make a payment 
in gold while he receives his income in silver, has to pay 
more silver, or in other words a larger portion of his income 

5 
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than he had^to pay when the value of silver was higher. 
The government of India is one of the best abused govern- 
ments in the world, and I have seen it asserted that this 
fall in the value of silver is our fault. This accusation 
reminds me of the witty lines— 

** Who make the quartern loaf and Luddites rise ? 
Who fills the butchers' shops with large blue flies P^' 

" I need hardly say that the government is not a whit 
more responsible for the fall in silver than Bonaparte was 
for the flies. Governments can do much — when they 
interfere with trade they usually do much harm — but they 
are powerless to control the value of any article in the 
markets of the world. What the cause of the fall in 
silver has been, and how long it may continue, is not easy 
to say." 

Then there is a paper price, which is more misguiding 
even than a silver price, if the relative value of goods in a 
market is sought to be ascertained from time to time. The 
fall in the value of paper as compared with gold in the 
United States is the best example of fluctuations in market 
price which may take place, but yet be wholly independent 
of the variations in the real value of the particular com- 
modity bought and sold in a market. A table will be found 
farther on which shows the violent artificial inflation which 
paper prices all underwent as compared with gold when the 
Americans were so ill situated as to take to paper money 
instead of real. Even now the eflects of that bad measure 
have not passed off", 100 dollars paper being good to purchase 
much less than 100 dollars gold. If a cotton merchant in 
Liverpool wishes to buy cotton he has in theory to first 
purchase currency with gold, and then buy cotton with 
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currency ; if a 'dealer in New York wishes to sell cotton in- 
Liverpool, he has to exchange his cotton for gold and then his^ 
gold for currency, the currency price alone being of course 
no direct guide to the real value. Indeed a paper price is 
itself subject to unlimited fluctuations in the sense that paper 
money may become reduced in value to nothing at alL 
The paper money in the United States fell to less than hair 
its value during the civil war in America, and therefore more 
than double the previous amount of paper had to be given 
in making payments. Eut the Americans instituted & 
curious fiction ; they did not allow that their paper money 
had fallen in value ; they assumed that gold had risen. On 
this assumption the value of gold is always quoted in its 
relation to paper at so much premium, whereas in reality 
the paper is at so much discount. In 1864 paper reached 
its lowest depreciation, and gold was then quoted at 285 
per 100, or at a premium of 185 per cent, as compared with 
paper money, this of course meaning that paper dollars were 
worth only 35 per cent., or little more than a third of what 
gold dollars were. Since that time paper dollars in the 
United States have been gradually but steadily gaining in 
value, the growing trade of the country throwing a demand 
on that the only recognised currency; and so, as the 
Americans put it, reducing the premium on gold and 
depressing the prices of all commodities measured in this 
paper currency. To trace minutely the fluctuations in the 
price of paper dollars, would be only to trace the history of 
the great body of trade which has swelled and swelled with, 
little intermission until the autumn of 1873, when the credit 
which had inflated it gave way, commercial progress was- 
stopped, and the money of the country lost value immedi- 
ately. We can therefore be content to record from year to 
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year the fluctuations of the gold premium without trouhling 
ourselves with many minor causes for them, since the pre- 
dominant influence of trade on the value of paper currency 
has thrown every other into the shade. In January, 1862, 
there was no depreciation of the currency, for there was no 
more in circulation than was wanted, and we can therefore 
start from that year and show what the effects of the war 
iniation on that currencv has heen : 

JPremiumper 100 on Gold in America as compared with 

Paper Dollars. 

1862 1863 1864 1865 1866 1867 1868 
Highest . 37 12\ 185 134^ 671 46f 50 
Lowest . 22i 51^ 28^ 25 32 32 





1869 


1870 


1871 


1872 


1873 


1874 


187£ 


Highest 


. 62i 


23i 


IH 


151 


19 


13i 


17i 


Lowest 


. 19i 


10 


8f 


8i 


10 


9i 


12 



"When the year 1873 was reached it will be seen that the 
«teady tendency of the premium on gold to disappear was 
-checked ; paper no longer gained in value, for the panic of 
that year reduced trade and prices everywhere so much that 
less money in each transaction was required,, and fewer trans- 
actions took place. During the time of the panic paper 
-dollars were of course in universal demand; credit was 
shaken and creditors wanted their debts paid in currency 
and not in promises to pay ; but gold was also in demand 
for the same reason, and therefore when the value of paper 
■dollars suddenly rose, the value of gold rose with it. Paper 
dollars as well as gold rose as compared with produce ; pre- 
•cipitate sales of corn, cotton, petroleum, &c., were made 
ifor ready money, which depressed prices; or which, in 
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other words, raised the value of the currency they were- 
expressed in. As a means of mitigating the scarcity 
of money, the government found out and partly used it» 
right of issuing notes to the extent of not more than 
$400,000,000, the amount in circulation having previously 
been only $356,000,000. This of course helped to depre- 
ciate the value of paper. Since 1873 great commercial 
depression has been keenly felt all over the United States^ 
and much pressure has been put on the government to add 
to the supply of money by issuing additional new " green- 
backs, " as the government paper currency is called; the 
expectation of such a measure led to a gradual rise in the 
gold premium to 13f per cent, in the spring of 1874, but 
in April the president vetoed a bill for that purpose which 
had passed through the two political assemblies of America, 
and the premium at once fell to 12. The fluctuations which 
have since occurred have been occasioned by " gold comers,'* 
which originate in some wealthy speculators locking up 
the supply of gold in America, and then realising it at a 
profit when customs payments (which have to be made in 
gold) raise a mercantile demand for it, or when it is required 
for export ; gold is thus turned into a mere commodity to 
be speculated with in ordinary times, just as coffee or 
cotton is. Under such exceptional circumstances, however, 
it can hardly be said that the value of paper dollars has 
fallen, but rather that the value of gold has been artificially 
increased. 
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Sugar at Trieste. The apparent fluctuatums of price shown 
to he in great measure omng to fluctuations in the value 
of paper currency. 



Year. 

1850 
1852 
1854 
Bo. Aug. 
1856 
1857 
1858 
1859 
1860 
1871 
1874 



Price per ctr. 

in Atistriaii 

paper florins. 

21 

18 

25i 

20i 

23 

31i 

23^ 

30 

19 

32 

20 



Current relation Equal to a 
of paper to silver price 
silyerperlOO. 

.. 132 



123 
135 
119 
103 
109 
100 
138 
110 
123 
105 



•• 



16 

14i 
18f 

m 

22i 
29 
23i 
21f 

17i 

26 

19 



Rise or fall 

in paper 

price. 

. —3 

.. +7i 



+2i 

+ 8i 

+6i 
—11 
+ 13 
—12 



Bite or fall 

in silver 

price. 



+4i 

~li 

+ 4f 

+ 65 

~5i 

-If 
—5 

+ 81 
—7 



Foreign Bills, 

There are dealers in foreign bills to whom the fluctua- 
tions in the value of such bills are, of course, of the 
greatest importance; but also to every exporter or im- 
porter of goods^the price of bills on the countries with 
which he has transactions is an item in his profit. To 
put the case in its simplest form : An exporter sells his 
goods, and has only a piece of paper to show in exchange— 
it is a draught on, or command to, his customer for pay- 
ment. He then sells this order (technically it is called a 
bill) and gets money for it. The amount of this money 
varies with the state of the exchanges, and therefore 
fluctuations in the exchanges mean fluctuations in the 
value of the produce he sells. 

To find the value of biUs the state of the .exchanges 
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must be considered. The simple case put above shows 
that bills are created when exports are made from a 
country*; and in international transactions the bills 
created in one country may exactly equal in amount the 
bills created in the other country dealt with. In that case 
there would be no occasion to transfer money from the one 
to the other at all: England, as the one, might owe as 
much to the other, say France, as France did to England ; 
and then bills on England would find buyers in France 
without pressure to sell, and bills on France could be as 
easily sold in England. As an apt illustration we may 
quote a letter in a Scotch paper which ran as follows : 

Mr. Clavering, of Glasgow, through transactions having no earthly 
connection with the Emma Mine, chanced to require to remit £20,000 
to America at the very time when Mr. Park had remittances to make 
to the Emma Company in London. Instead of this douhle remittance, 
Mr. Clavering pai4 his money to the Emma Company in London, while 
Mr. Park arranged Mr. Clavering's payment in America. 

But this is seldom or never the case. There is always a 
balance owing from one commercial country which deals 
with another ; in the spring America, for instance, often 
owes much money to England, [and bills on England are 
highly prized by Americans as a means of wiping off debts 
to this country. Eut in the autumn there is a total 
change ; exports of com and cotton have been made to us, 
and bills on England are created largely. And. then, those 
Americans who have to pay debts here find a large supply 
of bills on offer and do not pay so much for them as if 
they were scarce. Occasionally one country may be so 
much in debt to another that the bills on that other 
country are not nearly sufficient to wipe off the amount 
due; say, a New York merchant has to pay for iron,^. 
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against which a bill has already been drawn on him in 
London, but if he cannot procure a bill on London which 
can be used as a set-off against his debt here, what is hp 
to do P Either he must send gold to meet the bill drawn 
on him, or he must arrange so that somebody else meets 
the bill for him ; the upshot will be generally that hard cash 
must be sent. Bills of exchange, in the abstract, are only 
records of debt due between countries; when the debt 
from one country to another is compared, by means of the 
quantity of bills afloat, with the debt due, there is found to 
be a balance in favour of one or the other, and that 
balance must be paid in cash . And here we cannot do better 
than quote Mr. G-oschen's admirable work on * Foreign 
Exchanges ' (Chap. lY) : — " When the foreign exchanges 
■are in actual operation, and adjustments of accounts are 
taking place between different countries, it appears at 
once that, though the purchase and sale of foreign bills 
•originally represent a simple transfer of debts, and thus, at 
first sight, seem to exclude the idea of varying prices, the 
value of these bills is, nevertheless, in a state of constant 
fiuctuation." 

He further notes that, while every instance of such 
variations admits of a special practical explanation, all are, 
nevertheless, subject to well-defined general laws, and 
capable of scientific analysis. 

" Let us suppose,'* says Mr. Goschen, " that importers 
foresee that the bills they will be able to procure will not 
suffice for all the payments which they have to make. 
They at once become aware that the balance will have to 
be remitted in bullion ; and each individual, to avoid this 
necessity falling to his share, hastens to offer a slight 
premium to those who draw, intending by this small 
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sacrifice to secure himself against the greater loss in 
freight, insurance, and interest, which is always involved in 
a bullion remittance. The premium may rise to within a 
fraction of this expense or loss ; nay, may even reach that 
actual point ; because, though the premium paid for the 
bill and the cost of the specie remittance were absolutely 
equal, it would still be more convenient to send the bill. 
Eeyond this the balance of trade cannot cause the premium 
to rise ; nor, on the other hand, can it cause the discount 
at which bills are sold ever to exceed the sacrifices which 
exporters would incur, if they found themselves obliged ta 
instruct their foreign debtors to send them bullion, in 
consequence of bills upon them no longer being saleable." 

Exceptional times of Panic sometimes occur, however^ 
when it is necessary to pay or accumulate money imme- 
diately in a certain city ; and on those occasions a draft on 
a house in that place is so valuable that more money will 
be given for it than would pay for the transmission of 
bullion. This is so inasmuch as the draft, if duly honoured^ 
means money on the spot and at once, whereas bullion 
would take some time to arrive and in the meanwhile perhaps 
some disaster might occur, such as a run on a bank, which 
the command of ready cash would have obviated. 

There are also countries where the Currency is " depreci* 
ated," where the value of the paper money or token-money in 
circulation is at a discount compared with that of the country 
to which money is owed ; the price of bills being expressed 
in that depreciated money, is apt to vary widely and 
without limit according to the variations in the value of 
the money itself. In reality it is not so much the value 
of the bills which varies as the value of the currency 
they are expressed in ; but it will be readily understood 
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that a foreign bill, being an order to pay a certain fixed 
sum in the currency of a foreign country, is of more 
falue in the country where drawn if that currency 
increases in value, and is vice versd of less value if the 
currency becomes depreciated. For instance, an order to pay 
paper dollars in New York is worth more gold here when 
gold stands to paper dollars as 100 to 110 than when 115^ 
paper dollars have to be given for 100 dollars gold. 
Similarly, an order to pay silver in India is of greater or 
less value here as the price of silver rises or declines. 

Closely linked with the value of a country's currency is 
the Eate of Interest current in such a country. Where 
the rate of interest is highest, thither will money gra^tate. 
It is the " loose " money which goes ; not the money which 
is employed in the same way and in the same pace all the 
year round, but that floating supply of cash for which the 
owners have no means of employment, as to which they 
are indifferent whether it lies in London or Lapland so 
long as it returns them decent Interest. Supposing the 
rate of interest at Berlin to be 6 per cent, per annum,, 
while it is only 3 per cent, in London, those who have 
loose money in London will wish to take it to Berlin ; the 
cheapest way to transfer it will be to buy in London draft 
bills, or in other words orders to pay money in Berlin, and 
the price of such bills naturally rises until it is no longer 
so cheap to buy orders on Berlin as it is to send the money 
itself. In the opposite case, the rate of interest in London 
being higher than the rate in Berlin, there is just the same 
anxiety to bring money hither from Berlin, and drafts on 
that city are no longer in request ; they fall in the market. 

And then another cause of fluctuations in the value of 
foreign bills is the Credit of the place on which they are^ 
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drawn. "Whole cities, whole countries even, are exposed 
to varying degrees of commercial repute, just as are 
individuals ; and therefore the bills on a certain city may 
sometimes be in more demand than at other times merely 
because a blast of discredit has shaken faith in the solidity 
of the firms on whom the bills are drawn. 

But we have been keeping closely to the simplest form 
of bills. The fluctuations described are all more or less 
common to " short " bills — orders to pay immediately, that 
is ; but when " long '* bills are considered it will be seen 
how much more extensive is the field for fluctuations. 
" The fluctuations in bills at sight are limited," says Mr. 
Goschen, ** to a certain extent, by what we have called the 
specie point. . . . The fluctuations in long bills, on the 
other hand, are unlimited, because they are coextensive 
ipvith the fluctuations in the value of money in the accept- 
ing country, and coextensive, too, with the apprehensions 
which may be felt as to the solvency of the names on the 
4)ills. The effect of the value of money, or rather of every 
variation in the prevailing rates of discount, upon the 
Foreign Exchanges, is a matter of the highest importance. 
The extent to which the solvency and credit of the drawer, 
as well as of the acceptor, of a bill affects the value of that 
bill, and consequently of the rate of exchange at which it 
will sell, does not require much elucidation. Firms of first- 
rate standing are said, in technical language, to make the 
best exchanges. The price which is paid to a merch*ant of 
^undoubted position for his sixty days' sight bill on a 
foreign country will be higher than that which is granted 
for a second-rate bill on the same place. The purchasers 
of bills must be induced, by a concession in price, to take 
4in article of inferior security. They must be indemnified 
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for the greater risk. Credit is a very important element 
to be considered in the rate of exchange ; and so notorious 
is this amongst those engaged in international trade, thai? 
the price at which exporting houses can sell their foreign 
bills is looked upon as an unerring test of the credit* which 
they enjoy among their neighbours. Thus credit causes a 
difference in the value even of such foreign bills as are 
drawn on the same day, rendering it difficult to give any 
exact or definite quotation of the price of long-dated 
paper ; and further, it operates on exchanges generally in 
times of commercial panic or excitement, and causes the 
price of all bills to fall." 

Putting minor considerations aside, it will be better to 
look at the simple demand and supply of long bills, by 
which their price is mainly regulated just as is that of 
other commodities. Long bills come into existence much 
in the same way as short bills are created ; goods are sent 
from one place to another and bills are accepted as a pro- 
mise to pay for the goods received. But, whereas short 
bills are often created against the remittance of stocks, 
shares, and various public securities handed from one place 
to another, long bills are (1) chiefly against goods which 
the importer wishes to sell before he settles the bilL 
drawn against them. This is a convenient form of credit, 
subject to much abuse and many shocks from disturbed 
commercial and political relations between the cities 
affected, but narrowly scrutinised and kept in check by 
the keen men of business who traffic in such bills ; but it 

* A bill-broker wotdd object to this, — would say that he has often^ 
good bills to sell, bat cannot get a good price merely because the 
names on them are unknown on 'Change; bat it serves to show that 
credit is an element in the flnctuations in the market for bills. 



78 MONEY. 

must not be lost sight of as a form of credit and therefore 
subject to a contraction or an inflation which soon swells 
or reduces the number of bills offered in particular ex- 
changes. (2) Long bills also come into existence in this 
way : one Arm in London owes another, say in Paris, a cer- 
tain sum of money, ** Draw a bill against me," the London 
firm will perhaps say, " and I will pay the amount at once.'* 
^* No," is the answer, " I do not want money at once ; keep 
the amount at your own disposal for three months at the 
current rate of interest in London and I will draw a bill on 
you to come due at the end of that time ; if I want the money 
before I can sell the bill and so raise it." As for the demand 
for long bills the last sentence will do much to show their 
value to capitalists who want them primarily as an invest- 
ment and find them convenient because by selecting bills 
on particular places they can also select the best market in 
which to employ their money. This being the case, the 
value of long bills on foreign cities depends greatly on the 
state of the money market in the particular city on which 
a bilt is drawn, and, like other investments, fluctuate as the 
rate of interest on money fluctuates. Por instance, when the 
value of money in London is thought likely to fall, a specu- 
lator in long bills buys them up eagerly if he can obtain 
them at a price less the actual discount rate, for he will 
soon after be able, if his speculation turn out rightly, to 
sell them at a better price, the discount to come off* then 
being at a reduced rate. If he had bought short bills he 
would not be in so good a position when they matured and 
were paid off; he would find himself saddled with money in 
a market where the value of it was declining and he would 
find a difficulty in getting so good an investment as before. 
The fluctuations in the rate of discount have, however, 
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l)een already broadly traced, and it is not necessary here to go 
into the intricacies of the market for long bills, variations in 
the value of which depend so much on the varying value of 
money. Long bills are of use in economising the creation 
of short ones, and when trade is brisk between cities the 
«ame long bill will be the means of making many payments ; 
it may be drawn in Liverpool on a firm in London, go 
round to Berlin to settle a debt, thence be transmitted to 
Paris, then posted to St. Petersburg, and come back to 
London by the time it falls due, having served the purpose 
of making payment in each case. Activity of trade and a 
demand for money thus bring long bills into demand 
because they serve the purpose of money itself, besides 
being good investments when money is dear. 

As already noticed, long bills are liable to unlimited 
:fiuctuations consequent on variations in the currency of 
the country in which their value is expressed. The loss in- 
flicted on holders of such bills when the currency in question 
becomes depreciated^ is sometimes severe, and the disgust 
with which merchants look upon a fluctuating currency has 
no doubt much influence in driving away trade from the 
country afflicted with paper money. Instances of enormous 
loss in taking bills on such a country are well known 
among money-dealers and foreign bill-brokers, and may be 
recited here as enforcing our remarks on the pernicious 
eflects which may result firom governments disregarding 
trade and markets in their legislation. One remitter to 
Italy bought long bills on cities in that kingdom ; before 
the bills came due the currency in which the bills were 
expressed had become terribly depreciated by a new issue 
of paper money, and he would have incurred a great loss if 
he had exchanged back into Dpglish money. Instead of 
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doiog 80y however, he invested in an internal public stock, 
which was quoted in paper money, and waited until Italian 
currency recovered and exceeded its former value. By this 
lucky speculation he was able to hold on and make a profit 
on his original purchase of bills, but the loss to other dealers 
was no doubt immense, fluctuations in the value of a cur- 
rency must necessarily inflict loss on those whose money 
on the one side, or whose goods on the other, are depre- 
ciated by them. Another instance of loss by holders of bills^ 
of exchange is to be found in the state of affairs in Portugal 
when the late war occurred in Brazil. Many firms in Eio 
de Janeiro owed money to Portuguese firms for goods re^ 
ceived, and bills to a large extent should have been conse- 
quently drawn by Lisbon on those houses at Bio ; the war 
broke out, the current money became suddenly lost value, the 
bills expressed in that currency lost value in proportion, and 
when they came due would have been paid in miserably de- 
preciated paper. The Portuguese correspondents who had 
lost by these specific transactions had also lost their trade 
and were half ruined, and what with direct losses and the 
accompanying general commercial depression Portuguese 
finances were at a low ebb. The bad time was, however, 
tided over somehow ; a reaction came, and those who had 
preferred to leave their money in Brazil, instead of exchang- 
ing it at a loss into Portuguese currency when their bills 
matured, ultimately made a good profit on the transactions 
which had led to the creation of those bills. 

Exchange business may be driven from a market hy 
reckless and vexatious restrictions emanating from govern- 
ments as well as by depreciations of currency which may 
not be avoidable. Paris was, before the war with Ger- 
many, a city where many exchange operations were con- 
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'ducted. Mr. Bagehot says — "formerly, for many pur- 
poses, Paris was a European settling-house, but now it has 
ceased to be so. The note of the Bank of France has not, 
indeed, been depreciated enough to disorder ordinary 
transactions. But any depreciation, however small — even 
the liability to depreciation without its reality— is enough 
to disorder exchange transactions. They are calculated to 
«uch an extremity of fineness that the change of a decimal 
may be fatal, and may turn a profit into a loss. Accord- 
ingly, London has become the great settling house of 
'exchange transactions in Europe, instead of being as for- 
merly one of two; and this pre-eminence London will 
probably maintain, for it is a natural pre-eminence. The 
number of mercantile billp drawn upon London incalcu- 
lably surpasses those drawn on any other European city ; 
London is the place which receives more than any other 
place, and pays more than any other place, and therefore it 
is the natural clearing-house.'' Paris has lost its exchange 
business with its currency of hard money ; its political fall 
has also, no doubt, a great deal to do with this disappear- 
ance of Paris as a bill centre; but dealers in bills and 
other forms of international remittances are inclined to 
attribute its loss of this kind of business to more than 
political accidents or financial misfortunes. They say that 
"arbitrage" business in bills can no longer be conducted 
in Paris, mainly because of the heavy stamp duties which 
the French Q-overnment have imposed on transactions of 
the kind. Arbitrage business is conducted much in this 
manner : Dutch bills, say, were required by Paris firms for 
purpose of remittance to Holland ; these bills could be sup- 
plied from London or other bill markets when there were 
Jio bills in Paris drawn on Holland direct; Paris could 

6 
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pick up the surplus from other markets and so supply it» 
own want of bills, and as the balances of many foreign 
money dealers lay in Paris, the whole thing was arranged 
by '' clearing-house " process, a simple transfer of credits 
from one account to another being nearly all. that was 
required, and with very small cost. But when the war 
came international balances were no longer kept in Paris ; 
there was a stampede of money dealers to London, and the 
imposition of stamp duties on foreign bill transactions in 
France is now found to be an effectual preventive of a 
return of Paris to its position as a centre of remunerative 
trade in bills. Seflective m^i who know the peculiaritiea 
of a trade of this kind say that the stamp duties have thus 
indirectly cost the French treasury more than it has re- 
ceived directly from the duties themselves. Various 
attempts have been made to restore an unimpeded money 
traffic with Paris, among which a device was instituted for 
evading the duties by means of delSgations. When a firm 
in London wished a financial house in Paris to transfer 
money to another account, a note known as a delegatus 
was sent to the Paris house asking the ktter to give so-and-- 
so a specific sum of money for which the writer would be 
responsible. This was merely a cheque in disguise, and 
the French Government immediately repressed the systemi 
by making it totally illegal, cheques continuing to bear a 
twopenny stamp — ^not a ruinous tax, but quite sufficient^ 
together with the minute and vexatious prescriptions 
accompanying it, to cramp traffic profitable to the wh(de 
country, l^e lesson from this to governments and finaudAl 
ministers should be plain. 

In recent years a practice has increased of settling in- 
debtedness between places by the transfer of stocks which 



FOREION BILLS. 83 

are dealt in indiscriminately on the bourses of such places. 
It is found that a merchant in London owing money in 
Paris, instead of going on 'Change to buy a bill on that 
city, may accomplish the same object by buying, say 
Lomb^do-Yenetian Bailway shares, which are immediately 
realisable on the Paris Bourse ; and the sale in Paris may 
take place almost simultaneously with the purchase in 
London, so that the result of the transaction as regards its 
cost is at once known to the remitter. This method of 
settling debts is much more convenient than sending 
money to and fro, and is often more so than remitting bills 
of exchange. It is said that it removes irregularities in 
the exchanges, but it is hardly possible to doubt that the 
facilities for transferring stock from one country to another 
increase the international trade movement — ^the imports or 
exports — at particular times, so intensifying irregularities 
of the kind, and even increasing the flow of bullion between 
countries when a remittance of bills coincides with a re- 
mittance of stocks. The coincidence seldom occurs, per- 
haps, but it is quite impossible to obtain any accurate 
note of the amount of stock passing betweai places, and it 
can only be conjectured that this latter mode of settling debts 
does, as a rule, tend to remedy inequalities in the trade 
balance due from one place to another ; in times of monetary 
panic only does it coincide with the movement of bills, for at 
such times every one wnnts real money at the panic-strickai 
locality, every one sends abroad stock as well as bills in 
order to raise it. But in ordinary times the inequalities o£ 
the exchanges, the surplus indebtedness of one place to 
another, can be compensated by the remittance of stock, 
and there will consequently be the less occasion to send 
precious metal. 
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The state of the exchanges will also affect produce, which 
will be sold to suit the convenience of those who wish to 
send money to a certain place. It may happen that a New 
Tork firm wishes to pay money immediately in England, 
but cannot find a suitable bill, the firm in question does 
not send gold, which is sometimes difficult to procure in 
America and which would take a fortnight to remit, but 
telegraphs to Liverpool ordering the sale of cotton " to 
arrive," raises the money there by that means, pays its 
debt in England virtually by shipping cotton instead of 
money. And it will thus be seen that the ways of making 
international remittances are many, and that bills are not 
always the most profitable form. . 

The greater of the fluctuations in the exchanges within 
recent years have been in connection with changes in the 
currency of various foreign countries, panics on our own 
money markets, and the disturbance to trade resulting in 
wars, besides the demand for coin necessary to fill a war chest 
and carry on operations. Of these causes of fluctuations we 
may briefly call to mind the money panic of 1866, in which 
year our imports of precious metal exceeded thirty-four mil- 
lions, comparing with less than twenty-one and a half 
millions in the preceding year. Our rate of interest for 
money then ran up so high that money came pouring in 
from nearly all countries. Prance stopped its trade specu- 
lations to send us an extra sum of four millions ; the United 
States laid aside its agricultural implements, checked its 
budding manufactures, embarked no more capital in rail- 
way extension for the time, and swept up money from all 
sides to send us over ten millions ; gold was hurried hither 
from Australia, and sucked away from the continent ; silver 
even streamed in from India and the East, such was the 
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strain put upon the commerce of all the world by the dis- 
organisation in our credit here. Then, in 1870, there was 
the war between Prance and Germany, which spread confu- 
sion in all international transactions, caused money to be 
either hidden in or exported from France, glutted sur- 
rounding countries at the time, and afterwards caused a 
fresh congestion when the war was concluded and trade 
sprang up anew. Subsequently the great disturbing force 
has been the continued demand for remittance to Germany 
produced by that country absorbing gold, and on the other 
side an efflux of silver from Germany, depreciating its 
value as metal and disturbing the market value of every 
commodity expressed in it, bills among the rest. The fol- 
lowing notes indicate the fluctuations which' the market 
value of bills, as a means of remittance, is subject to, the 
recent events in Germany combining most of the major 
influences already mentioned as bearing on that market. 

Fluctuations in the rate of JExchange in Berlin on London. 

1869. 6'23^. — This was a favorable rate to London, 
so much so that bullion came from Germany in that year 
to the extent of £422,000, and our exports thither were 
much less than usual. 

870. 6*23. — The war with France had broken out, 
and money was kept in Germany by the Government to 
assist the movement of troops, buy provisions, war mate- 
rial, <&c., and pay an increased war staff. 

1871. 6-213,— The end of the war brought with it a 
great revival of trade in Germany, which absorbed the 
money coming into the country in payment of the French 
indemnity ; and, moreover, gold was to be adopted as the 
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standard currency of United Germany — a change which 
necessitated coinage to the extent of many millions sterling. 
As Germany had very little gold within the country, that 
lying in foreign markets was bought up. London was the 
most convenient market, with the largest supply of gold 
too ; so that gold left us in large masses to be coined Ir 
Grermany. £8,488,000 in gold was exporti^d in that year 
to Germany. 

18 2. 6*21^. — The same tendency continued, Qet- 
many bidding higher for gold than England. The exports 
to that empire amounted to £8,162,000 in 1872. 

1873. 6'20|. — Further amounts of gold were ex- 
ported, the German Government realising its bills and 
other securities lying in London and taking the proceeds 
in gold as it wanted that metal for coinage purposes. The 
panic in America in the autumn of that year had, however, 
the effect of raising the value of money here. In the last 
two months of that year Germany only took £22,000 in 
gold from this market. Our total exports of gold thither 
still amounted to £7,263,000 for the year. 

1874. 6*23:^. — Great depression of trade in Germany 
was now apparent, the previous inflation having suddenly 
ceased. Numerous failures had occurred, transactions were 
impeded, and prices had fallen in Germany, the result 
being that money was in less demand and the exchange 
became more favorable to London. The average rate of 
that year was 6'22f , and our asport of gold to Germany 
only amounted to ^132,000. The Gt)vemment announced 
also that it would cease to coin gold rapidly, and would 
coin new silver instead, which was wise, for as soon as i( 
imported too much gold for coinage it would have been 
re-exported to pay trade debts, Sua 
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In tracing the variations in the value of money loans we 
«hall see that a certain amoimt of interest can nearly 
always be obtained by lenders. The Bank of England 
never makes advances on bills or other securities at less 
l^an 2 per cent, per annum discount. Smaller lenders in 
the London money market compete with one another to 
«uch an extent that their charges sometimes go as low as 
1 p^ cent, per annum on first-class security, which would 
«eem barely sufficient to defray the expense of keeping up 
an establishment in the city. But occasionally the Bank 
finds it necessary to charge 10 or even 12 per cent, in 
special cases, not so much for the purpose of making a large 
profit as of discouraging borrowers, who would otherwise 
drain it of its cash reserve and leave nothing in its place 
but some securities difficult to realise on an emergency. 
On giving undoubted security, therefore, one can always 
borrow at something between 1 and 10 per cent, pei^ 
annum. On bad security the rate will reach sometimes a 
usurious height — the Turkish Government, for instance, 
having been known to raise money at 24 per cent, per 
annum in Constantinople. But we will not complicate the 
49ubject by considering the variations of individual credit ; 
"we will take undoubted security as the standard and see 
how much and why the value of money loans will vary in 
the market. 

Under usual circumstances the value of loans depends 
chiefly on the general activity of business, new or extended 
transactions always requiring money with which to engage 
in them ; next on the occasional failure of the substitutes 
for money which we ordinarily use to perform the same 
work ; and next, on the state of the foreign exchanges as 
affecting our reserve of real money. These influences will 
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be found apparent on many occasions ; and it may be men- 
tioned in connection with the bearing of our cash reserve 
(already shown to lie solely in the Bank of England) on 
the value of loans, that a good gold reserve makes lenders 
ready to lend money, and a good state of credit makes it 
easy to "borrow ; but when the reserve becomes low money 
is precious and credit is not so easily given. Good credit 
and a large gold reserve seldom come together, and never 
stay together long ; for good credit soon stimulates enter- 
prise and borrowing and so reduces the reserve. In a time 
of large reserves, too, money is apt to be lent on bad 
securities ; when the reaction comes, credit is found to have 
been undermined and a panic generally results. Then, for 
a long time, reserves are large and credit is bad. And^ 
again, when the reserve is largely augmented, say by gold 
discoveries in Australia for instance, sudden new enterprise^ 
is stimulated, speculations become hazardous, markets 
treacherous and credit soon deteriorated. 

The effect of war on the money market we must look at 
as an accident and not as susceptible of being dogmatised 
about. It is believed that the approach of the war of 1866 
contributed in some degree to the great panic of that year, 
and the outbreak of the war of 1870, though it happened 
at a time when money was abundant, forced up the Bank 
rate from 3 to 6 per cent, in a fortnight, and caused for a 
time no small excitement. In 1875 some alarming tele- 
grams from Berlin, said the writer on Trade and Finance at 
the time, checked all disposition to enter into contracts 
extending over a long period. " In other words, the 
revival of alarmist rumours is a distinct hindrance to any 
revival of trade which might otherwise be at hand. Unless 
enterprises of magnitude have time for development they 
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will not be commenced, and thus the existence of dis- 
quieting rumours like those now agitating every European 
capital deprives the capitalist of that assurance of time for 
development which is necessary to tempt him into a great 
investment. An undertaking which would pay with money 
at 3 or 4 per cent, might not answer at all if an emergency 
should arise in which twice or thrice these rates had to be 
paid, and perhaps for a moment the market was so disturbed 
that it became, not a question of rates, but a question of 
ruinous sacrifices in order to meet engagements.*' 

It may be wondered at that any accident of the kind 
should have so sudden and great an effect, but the system^ 
in the market for loans is such as to produce fear and 
hasty action among lenders on the occurrence of even 
alarmist rumours without the reality or commencement of 
disaster. When a great failure occurs bankers hasten to 
fortify themselves against a possible panic by reducing 
their loans and holding a large reserve of ready cash, and 
take great credit to themselves for having been so prudent. 
But the very contraction of loans and scarcity of real 
money so induced swell the seeds of the growing panic ; 
reserves are accumulated, but are often insufficient whei* 
accumulated with such hurry, for it is seen outside that 
there is something wrong, and dismay will the sooner 
spread. 

The inference is that holders of money over-lend them- 
selves in ordinary times and seek to make up for the indis- 
cretion by pinching their loans in times of accident or 
apprehension, that banks and bill-brokers lend money 
without discrimination or fear when credit is undisturbed,, 
but sometimes preinduce much disaster by suddenly dis- 
continuing their loans. A whole book, and a very clever 
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one, has been written bj Mr. Bagehot to show that the 
proper preventive of sudden terrors is to keep a large 
cash reserve at the Bank of England for the purpose 
of lending at times when nobody else will lend. But, 
though it is unfortunately less practical to insist upon, 
the great preventive of sudden stoppages in the lending 
machinery of our market should be care in the selection of 
borrowers, not so much lending little as lending well. This 
is a lesson of public importance, and these pages have been 
wasted if they have not impressed it on the reader's mind. 
When the value of money is low there is all the more in- 
'^ucement, there is almost a necessity, for lenders to make 
larger loans; it is necessary to increase the connection 
with borrowers, and there is a great temptation to lend to 
those who are ready to give the highest interest for money 
— in other words, inferior borrowers. If a joint-stock 
bank lends carefully at a moderate rate of interest, some 
shareholders will get up at the half-yearly meeting and say, 
as one lately said, that '^ there was upwards of £18,000,000 
employed, and for that there was a profit of «£177,000, 
which was not 1 per cent. By looking at other institu- 
tions they would see that such a return was very poor." 
Thus, the bank managers will be urged to increase their 
temporarily profitable business, and to lose sight of sound 
principles. If the Bank allows interest on the money it 
lends, it will be the more ready to advance at a high rate 
in order to show a profit ; and as these two unfortunate 
tendencies, viz. of paying large dividends to shareholders 
and of allowing interest on deposits, are gaining ground to 
the exclusion of sounder modes of conducting the business 
of banking, it would seem highly necessary for the deposit- 
ing public to consider, 1st, who it is that ultimately lends 
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their money, and, 2nd, the prindples on which it is lent. 
Bill discounters, as the ultimate lenders, would then be 
subject to some of the attention which the importance of 
their functions makes due, but which they at present 
escape. 

History of Fluctuations, 

1844. Sept. 14. 2^ p. c. — ^Trade had been dull, and 
money difficult to employ. The rate at which the Bank of 
England could lend money on the security of good bills 
had consequently fallen to 2 J per cent.> the lowest point 
•ever reached up to that time. 

1845. Nov. 1. 3^ p. c. — An immense number of new 
railway schemes had begun to take up the spare money 
lying in the market, and when the deposits came to be 
made by the investors in them an immediate tightness 
became apparent. Money was raked up from every corner 
to pay the instalments due on railway shares. There was a 
sudden appearance of activity in busineBS ; in this case 
the speculative business in railway stock-jobbing. 

1846. Aug. 29. 3 p. c. — This temporary activity settled 
down, however, and the steady business of the country did 
not constitute a demand sufficient to retain the value of 
money at its former point. 

1847. Jan. 23. 4 p. c— Gold was flowing away from 
the country in order to pay for large imports of com ; the 
Bank of France was in difficulties, and called for assistance : 
the American and Bussian exchanges were also adverse. 
Money, in short, was wanted abroad, and at home the 
railway mania had resulted in the intermittent demands on 
the money market to pay calls on the shares and meet 
expenses incidental to the development of the lines. 
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1847. Oct. 23. 8 p. c.^The value of money had 
steadily risen up to this point, various influences com- 
bining to send money out of the country, and so further 
adding to the drain on our reserve of the hard cash. 

1848. Oct 23. 3 p. c— But that high rate at which 
money was bidden for in London resulted in an immediate 
turn in affairs. No foreign market could outbid us, and 
members of foreign markets hastened to send hither all the 
money they could spare in order to obtain so profitable an 
interest ; and this influence was so strong that a bad 
harvest here showed none of its usual effects in sending 
money abroad to pay for the foreign wheat we were com- 
pelled to buy. 

1849. Nov. 10. 2i p. c— This further fall was partly 
a continuance of the reaction which invariably follows a 
very high rate of interest ; but it was also due to troubles 
on the Continent, Louis Phillippe having been swept out 
of France, and business in most of the chief European 
cities suffering partial stoppage resulting from the fears of 
general war. At home also the railway troubles culminated 
in a crisis when dividends fell, shares were sold, excite- 
ment was wild, and large losses were felt all over the 
country. These losses led to failures, the failures to 
discredit, and business was checked at home as well as 
abroad. All these troubles depressed trade (they did not 
excite it to even momentary activity), and so diminished 
the demand for and value of money. Trade was, in fact, 
80 dull that no event seemed at the time capable of stirring 
up any pressure for money loans. Loans for Russia and 
Denmark were brought out here, but took no money from 
us which we could not easily spare ; disturbance occurred 
in French, Greek, and home politics, but again no effect 
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was discernible in our money market. Something which 
contributed to the dulness, however, was a movement in 
Holland to demonetise gold, the large discoveries of that 
metal leading to an absurd fear in the Dutch Government 
that it was becoming excessively plentiful and no longer 
suitable as a steady standard of value. G-old accordingly 
was tending to flow hither, and money was easy to 
borrow. 

1850. Dec. 21. 3 p. c. — Instead of money immediately 
becoming cheap, however, the discoveries in California had 
less sudden effect than had been anticipated, !France 
taking the opportunity to purchase gold when cheap in 
exchange for its silver coinage. 

1852. June 26. 2 p. c— The gold in the Bank of 
England had steadily swelled, probably as a result of the 
new accumulations from New South Wales as well as 
California ; the value of money was further depressed by 
this increase in our reserve supply. 

1853. June 4. 3^ p. c. — Then a reaction took place. 
The gold discoveries were found to have been most 
important elements in a revival pf trade which the abund- 
ance of money had stimulated. Their flrst effects were 
43een in a great exodus of labourers to Australia ; the wages 
of labour rose here ; in consequence the prices of manu- 
factured articles rose ; ships were built to convey emigrants 
and their necessaries out, and to bring home their produce ; 
imports and exports alike swelled in quantity and value, 
and the activity spread through general trade. Foreign as 
well as home trade was also stimulated in like manner, and 
i;he effect on our whole exports soon became apparent. Our 
manufactures were not only bought up greedily by foreign 
customers, and so the internal activity continued and 
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increased, but the commercial activity abroad had a more 
direct effect on our money market; it drew gold away. 
In Tooke's History of Prices the remark occurs that the 
preceding low charge for the loan of money helped thi» 
great reaction. " In what degree the Bank, by the pro- 
gressive reduction of its minimum to 2 per cent, in April,, 
1852, aggravated the tendency which then existed to an 
excess of banking accommodation is a point that does not 
admit of being distinctly stated. But that the measures 
did impart considerable stimulus cannot be doubted. Not^ 
further, can there be any doubt that this mischievoua 
influence of the measures of the Bank lay to a large extent 
at the bottom of the unsoundness of credit, and the- 
inordinate extension of speculative enterprise '* which were 
manifested. 

1864. May 6. 5|> p. e. — ^This unsoundness culminated 
in a series of disastrous failures in trade. Credit waa 
enfeebled, and the upshot was to throw a great demand on 
our reserve of real money, for the current substitutes for it 
were in many cases no longer of use ; payments had to be 
made in hard cash. 

1854 July 29. 5 p. o. — ^There was no rapid reaction^ 
for trade had derived great and lasting activity from the- 
gold discoveries ; they had taken trade into new quartern 
where banking facilities did not exist for the economy of 
money ; they had moreover caused a general rise of prices,^ 
which, of course, made more money necessary in all trans- 
actions. Gold, too, went abroad to pay for wheat, our own 
harvest being seriously deficient. The war with Bussia 
began, and war always absorbs money, however much it 
may check the demand by stopping trade in the quarter 
affected. Add to this a very high value of money all 
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over the Continent, and some heavy failures in America,, 
and of houses connected with the Eussian trade, and & 
continued deamess of money in the market is not to be 
wondered at. The great compensating influence for all 
these troubles was the sustained influx of gold from- 
Australia, the discoveries in California being also sufficient 
to supply the panic demand for coin in American trade 
circles at the time. Failures and discredit in the TJnited 
States were described as excessive, many banks suspending: 
payment, while jobbery was at so disreputable a height 
that nobody was trusted in positions of responsibility. 

1855. June 16. 3i p. c. — Money was less wanted iui 
foreign trade ; war in the interior of China checked our 
commerce in that quarter, and the Eussian struggle also- 
continued. In Australia and America aflairs were no 
better, for failures continued to obstruct business, and a 
reaction had come affcer the great impulse given by the 
first blush of the gold discoveries. 

1855. Oct 20. to 7 p. c— The gold in the Bank of 
England had decreased from eighteen millions to eleven in 
a few months, the previous low charge for interest by the 
Bank having allowed of a drain, and so caused a reaction 
to the high point now reached. The drain appeared to be 
purely owing to a trade demand, for all the recent troubles 
had not sufficed to more than damp the vitality of commerce 
with the quarters newly opened up. 

1856. June 28. 4^ p. c. — Slowly the Bank rate eased 
downwards a little, only to rise again immediately on the 
removal of the one check to foreign trade which ended with 
the Black Sea treaty with Eussia and the conclusion of the 
war. 

1857. Nov. 11. 10. — ^After a long period of dear money 
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a JLO per cent. Bank rate was reached ; and this meant 
panic. The long-continued and feverish excitement in 
American trade circles was the main cause of the crisis, hut 
a flow of silver to India on the outhreak of the mutiny 
had drained Europe of that metal and gold was con- 
sequently in increased denaand to supply its place. All over 
ihe Continent money was also rendered dear hy the 
universal impulse which trade had received, and the rate 
of interest charged hy the Bank of France reached the 
extreme point of 6J per cent, per annum. Then came the 
American collapse, many details of which have since 
repeated themselves in the panic of 1873 ; the Bank of 
France further raised its rate to 7i per cent. ; great 
stringency was felt in all continental money markets ; silver 
was still heing taken to the East, and the United States 
found its annual supply of new gold all too small for the 
requirements of panic-struck traders in that country. The 
result of all this was a suspension of the Bank Act of 1844, 
and the Bank of England was allowed to issue more notes 
than its prescribed limit without necessity of holding gold 
against them. The effect of this^was as great as if a new 
supply of real money had been brought forward for use. 
The crisis passed off after an illegal issue of notes to the 
extent of two millions ; nevertheless no fear for the 
security of Bank notes was raised, the panic having only 
extended so far as to make people afraid of such inferior 
substitutes for money as bills, private cheques and the 
promises to pay of the minor banks. 

1858. Feb. 17. 3 p. c. — The panic had soon died away. 
American trade was checked, and money, being no longer 
required on that side of the Atlantic to so great an extent 
as before, flowed back to Europe. 
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1858. Dec. 16. 2i p. c— A large sum of gold had 
gone abroad to pay for increased imports of food, but trade 
had been deadened so much by the recent interruption of 
business that money was not made at all appreciably 
scarcer by the efflux. 

1859. May 11. 4i p. c— The war between France 
and Austria and alarming rumours of a general conflict in 
Europe had renewed panic and discredit in some quarters, 
principally the Stock Exchange, where many failures 
occurred. Six millions had been raised by Austria and a 
loan of twenty millions by France followed, much of 
the money being in each case subscribed in this money 
market, but soon after bullion began again to flow back 
hither. 

1860. Apl. 18. 5 p. c. — Gold was taken in large 
quantities to France. That country had entered into a 
commercial treaty with this which has been justly regarded 
as a great step in favour of free trade and one of the best 
political strokes of the late Emperor Napoleon. 

1861. Feb. 13. 8 p. c.-^A money crisis in America 
took gold from us, a deficient harvest and an enchanced 
price of cotton adding to the foreign drain. Much gold 
had gone to France, but it had not stopped in the Paris 
money market or in the Bank of France; it had been 
apparently absorbed within the country in all sorts of 
imperial works. 

1862. July 30. '2 p. c. — The ^ war of secession had 
broken out in America, and nearly all trade intercourse 
was cut off between that country and Europe. But it was 
a long time before the depression so caused told on the 
value of money, because the war had at the same time 
occasioned a great drain of gold from this side, which made 

7 
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money scarce, although our trade fell off miserably. G-reat 
commercial depression also occui^red on the Continent. 

1863. Dec. 9. 8 p. c. — This great rise was entirely 
brought about by the unfavorable state of the exchanges. 
India had been suddenly called upon to furnish a supply 
of cotton, and was paid a high price for it ; but India was 
not a country to which money could be sent by a mere 
bundle of bills, and hard cash had to be sent, and the silver 
which India absorbed took much of the supply from the 
Bank of France. This vacuum had to be filled by gold, 
and England was drained of that metal. Notwithstanding 
the dulness of our trade, notwithstanding the desolation in 
Lancashire, notwithstanding also a good harvest, yet gold 
flowed out of the country to such an extent as to cramp the 
lending capacity of the banks to this serious extent. 
Many foreign loans, which were put forward when the 
previous low rate existed, had contributed to produce the 
tightness. 

1864. March 9. 6 p. c. — Eor a short time it seemed 
that the 8 per cent, rate had sufficed to reattract money 
from abroad. 

1864. Sept. 19. 9 p. c. — But the drain of silver and 
gold had been too severe, although the annual supply of 
gold from America had not been cut off^, but increased as 
the paper money drove it out of circulation. Our trade 
within the country and our exports had alike begun to 
increase, the activity and multiplication of transactions of 
course requiring more money to work upon. 

1865. June 21. 3 p. c. — This was a treacherous re- 
action, which did not last long. 

1866. Oct. 18. 7 p. c. — Silver was still being sucked 
up by India in return for its cotton supply when America 
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was inaqcessible. "We were now in as bad a position as 
over to export that metal, for the producing countries had 
been already drained of all their stock, and the annual 
supply had really shrunk. Within the country trade of all 
kinds had swelled, demand for money had consequently 
swelled too, the cessation of the American war throwing 
open new markets, and adding to the transactions at home 
and abroad. 

1866. May 16. 10 p. c. — The events which had pre- 
<jeded the crisis which was now reached serve to show the 
tendency of affairs ; the strain produced by an ever increas- 
ing trade without sufficient money at last ended in a sudden 
stoppage. England was exactly in the position of a 
merchant, B, with a large business, but with a small cash 
balance ; B had bought goods of A and had sold them to 
C, relying on C's being able to pay before A wanted his 
money ; but an accident occurred and C was found not 
to be able to pay B, so that A also remained unpaid because 
B had no ready cash ; he had only C's payment to depend 
on. The specific national accident which caused the crisis 
of 1866 was taken to be too ready loans to railway con- 
tractors, which resulted in a lock-up of money in building 
roads. ^Finance companies had been formed whose profits 
were made in loans of the kind ; and when the owners of 
the money, which had by that means been sunk and was 
for the time unobtainable, wanted it to pay their debts, they 
could not obtain it. Overend, Gurney, and Co., the money- 
lenders, found themselves unable to refund the deposits 
previously entrusted with them, the depositors then found 
themselves also insolvent as a consequence; nearly everybody 
depended upon others for money before he could pay his 
own debts, and if everybody was not deceived he began to 
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be afraid that he would be. If, at the commencement of 
the failures, the creditors affected had been able to say — 
" C has not paid me, but I have a reserve of cash with 
which I can say pay A ;" or if, in other words, OverendV 
had been able to pay out of their own funds what they 
could not raise from their debtors, the crisis would not have- 
occurred. But Overend's were utterly insolvent, they could 
neither pay nor borrow, and the alarm immediately spread 
through all the creditors, direct and indirect, large aijd small, 
of that disastrously ill-managed discount house. The spread 
of the alarm was increased by the low state of the bank 
reserve of cash legally available ; it had fallen to £415,410 
on May 30. It was then open to doubt whether the best 
firms in England could pay their debts in money if called 
upon, for nowhere was real money obtainable, bills would 
be hardly taken at all for any consideration, cheques were 
not often taken freely, and then were hurried into a bank 
in order to obtain the money for them ; all substitutes for 
money except bank notes were more or less valueless, while- 
nearly all borrowers were mistrusted, and few had money 
to lend. The Government then allowed the Bank to create 
and issue fresh notes, which served the purpose of money, 
and immediately after that issue it was found that money 
was no longer wanted. Trade had been checked, trans- 
actions closed in many quarters, and the money which had 
been hoarded in case of emergency began to come out 
again. 

1867. July 31. 2 p. c. — As money came forward more 
freely the rate in the discount market fell, the depression 
of trade working in a twofold manner; not only did the 
contraction of business operations and payments send more 
money on the market, but the supply of bills was reducedr 
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at the same time by the same cause, so that instead of 
merchants seeking to have their bills discounted the tables 
-had become turned, and lenders of money sought good bills 
in which to invest. Prices in the vrholesale trades had 
fallen so generally and considerably, as a result of the con- 
tracted markets which the discredit i^^: brought *abotrt, 
that money went farther in settlijig'the fr5.n^ac1;ions •which 
took place. Notwithstanding ^he J&atfodji^iion^qf rT&^^cttier. 
loans to foreign countries and the failure of a hote-isstiiirg 
bank at Liverpool, money was extremely abundant owing 
'to the great contraction of business within the country. 

1869. May 14, 2i p. c. — It was thus fully three years 
after the great discredit of 1866 that the money market 
showed the effects of a gradually extending trade, the rise in 
this case resulting, however, rather from withdrawal in 
•connection with foreign loans than from revival of business 
)internally. 

1870. Aug. 10. 6 p. c. — The news of the outbreak of 
war between Germany and France unsettled all markets, 
a panic occurring on the Stock Exchange, and money, as' 
usual in times of excited business, rising rapidly in demand. 

1871. July 19. 2 p. c— The gold in the Bank of 
England reached the unprecedentedly large sum of over 
twenty-seven millions, the chief cause being an influx from 
France on the outbreak of Communism. But besides that 
of safety there was an incentive to bring gold hither because 
•of the suspension of specie payments by the Bank of 
France, the latter being one reason why Paris could no 
longer perform the office of " clearing-house " for the 
international commercial debts. London became instead 
the main dep6t for money best adapted of settling pay- 
jnents, and that is why Paris bankers removed hither or 
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established branches here, bringing their cash reserves 
with them. 

Then began a period in the history of the London money 
market which has been called abnormal, and which is 
certainly quite unprecedented. Instead of the old run of 
pre^C)mina]]t .li^^i^E^ces bearing upon it — ^the demands of 
tride, the ^tate' of credit, the value of our harvest, the state 
;.of:t)Mpvf¥ch2ai^s,:aa^^ especially the amount of foreign 
• ' i&poffed wheat to be paid for — ^new influences of a para- 
mount character have hidden and dwarfed the old to 
subsidiary dimensions. The chief of these new causes of 
disturbance has been the war indemnity paid from France 
to G-ermany. In the fir^t place it made Prance so poor 
that the nation could no longer afford a metallic currency ; 
it paid all the metal available away to Germany, and it 
contented itself with paper notes to supply the void ; and 
this led to London bearing the brunt of all foreign demand 
for coin, for there was now no other money market worthy 
of the name. Second, London being the place where inter- 
national debts could be most easily settled, the huge instal- 
ments of the indemnity necessitated preliminary scraping 
together of money at certain times, to be transferred in 
lump sums to the credit of Germany ; and though of course 
it does not follow that anything but a nominal transfer in 
books took place, yet there were inevitably a number of 
financial arrangements at the time necessary in handing 
over millions of property from one side in a form acceptable 
to the other. The French could not say to the German 
Government, " We have handed you securities which you 
wiU realise to the value of our debt to you, and we have no 
more to do with the transaction," for the securities might 
be unacceptable and not realise the correct amount ; and 
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therefore the German Government would say substantially, 
" We have nothing to do with your investments, you must 
sell them yourselves and put the proceeds to our credit ; 
we will invest as we think proper." Thus it was that 
the indemnity payments were always surrounded by innu- 
merable sales and purchases, and exchanges from one form 
of investment into another, the whole multiplying trans- 
actions and inevitably causing fluctuations in the demand 
for money at odd times. Thirds and chiefly, was the 
influence of the gold absorption in Germany for coinage 
purposes. That country took the opportunity which its 
sudden new wealth offered to dispense with its old confused 
currency of variously valued sUver pieces and bank notes, 
and resolved to make gold the standard of price, retaining 
sDver only for fractional currency and notes for large, much 
as in England. This proceeding necessitated the coinage 
of some £40,000,000 worth of new gold, most of which 
was abstracted from this market at times quite irre- 
spective of our ability to spare it conveniently or the 
reverse. 

1871. Oct. 18. 5 p. c. — ^The instalments coming due of 
the French war indemnity payments were largely paid over 
to Germany by means of bills on London ; as these bills 
matured a great sum of money was at the disposal of the 
German Government, and the latter had begun to take 
gold away from London for coinage purposes. At the time 
few could understand what it was that caused the Bank of 
England to so suddenly raise its rate of discount, as it did 
from 2 to 5 per cent, in less than a month. But the Bank 
had taken alarm; it found gold steadily going away to 
Germany, and was obliged to reduce its lending business in 
case it should lose more of its reserve than it could afford. 
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Outside lenders on their side also found the situation new 
and puzzling; the banks had large deposits which they 
wanted to lend, but durst not because the sudden rise in 
the Bank rate looked like the preliminary to a money 
panic; rather than lend they fortified themselyes by 
borrowing of the Bank in many cases. The usual autumn 
internal demand for money concurred too with the foreign 
drain. 

1871. Dec. 20. 3 p. c. — The increased value of money 
here had soon turned the exchanges in our favour and the 
Bank regained as much gold as it had lost. The panic feeling 
had subsided in the general money market, and rates of 
discount outside the Bank were charged only 31 per cent, 
when the Bank rate was at 5. It was some time, however, 
before the latter felt justified in returning to a 3 per cent, 
rate, although its lending business had in the meanwhile 
fallen off because of the comparatively high interest. 

1872. May 8. 5 p. c. Market rate 4i p c. — The gold 
which went to Germany had stopped there, the Berlin 
Government absorbing that metal for the purpose of form- 
ing a war treasure, besides preparing to change the silver 
currency for ' a gold. At home trade demands were 
increasing ; up to that time— 

The total amount of cheques paid at the Clearing- 
house that year was £2,034,907,000 

Ditto, in the preceding year 1,521,387,000 



Showing an increase of one third, viz. . £513,520,000 

1872. June 19. 3 p. c. Market rate 2i p.c— The high 
rate of money had again done its work in turning the 
foreign exchanges in favour of London ; gold was brought 
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iiithep, but not the same gold which had been drawn to 
Q-ermany. That was safe in the mints or the war chest 
-of the German Government, and we had only put a drain 
upon other sources of supply, which were of course by so 
much less available in case of future demand. This fact 
^came out prominently some time after. 

1872. Nov. 9. 7 p. c. Market rate 7 p. c. — It had be- 
come more difficult to attract gold to supply the place of 
4;hat which was persistently withdrawn for Germany, and a 
high value of money was reached here before gold flowed 
in this direction. The usual autumn absorption of money 
within the country had added to the stringency which was 
necessary to prevent the reserve in the Bank from ebbing 
^way. 

1873. Jan. 29. Z\ p. c. Market rate 3^ p. c. — Although 
the Bank had now a high reserve, yet the contingent de- 
mands on it were unknown, the German operations being 
secret, but certainly large. The Bank had, however, a 
:great mass of deposits on its hands consequent on Mr. 
Lowe's method of collecting the bulk of the Eevenue in 
that quarter of the year, and the Bank sought to encourage 
•discount business regardless of the almost certain prospect 
•of a heavy demand for gold for Germany before long. The 
charge in the open market for discounting six months' 
bills was higher than for three months' quotation above 
quoted, so indicating the expectation of money growing 
-dearer. 

1873. June 4. 7 p. c. Market rate 6f p. c. — The same 
thing occurred as seven months previously, and it is needless 
to recapitulate ; the only essential change was that gold was 
always becoming scarcer and more difficult to attract to 
this market from foreign sources of supply. 
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1873. Aug. 20. 3 p. c. Market rate 3 p. o. and up* 
wards. — ^The Bank had not followed the market rate ; it had 
taken the initiative and gone below it. Less strain had lately 
been felt here by G-erman coinage absorption because th& 
Bank of France had paid some of its gold to Berlin direct. 
The six months' rate of discount in this market was at 
4 per cent., indicating an expectation of coming strin- 
gency. 

1873. Nov. 7. 9 p. c. Market rate 9 p. c. — The Ameri- 
can money panic of 1873 had occurred. Gold no longer 
went to Germany, but to the United States, where the 
paper currency, inexpansiye and insufficient, had to be 
supplemented by coin, so great was the pressure for ready 
money in that country. American trade had been out- 
growing the proportion of banking accommodation which 
was necessary to its prosperity, the banks could no longer 
make advances because their legal limits had been already 
reached or overstepped; this led to some large failures, 
which in turn spread insolvency among their creditors,, 
created alarm and destroyed the credit which had enabled 
trade to go on long without feeling the want of money. The 
!N'ew York banks, which keep the cash reserves of all other 
banks in the States, just as the Bank of England keeps the- 
whole cash reserve of our banking community in England,, 
found themselves obliged to curtail their loans in Sep- 
tember because of the insufficient supply of legal tendera 
which they possessed. The following figures mark the 
course of affairs after that date, the loans reaching the 
lowest point in November and not fully recovering until 
the Apnl following, when the legal tender reserve had 
augmented : 
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Cflearinff'house Metwrns of New York Gity Banks, 

July 5, 1S73. Nov. 22, 1873. April 4, 1874. 

Loans $286,§06,800 ... $248,067,300 ... $291,113,700- 

Specie 32,551,400 ... 17,568,700 ... 24,044,600- 

Legal tenders ... 48,168,000 ... 30,899,800 ... 56,983,100 

Deposits 232,369,400 ... 167,967,200 ... 237,491,100 

Circulation 27,276,200 ... 27,299,800 ... 26,804,600 

1872. June 17. 2i p. c. Market rate 2i p. e.— The ^ 

per cent, rate in the preceding November had speedily 
done its work, and had attracted gold hither before panic 
was taken at the lowness of the Bank reserve. Trade 
generally was crippled and dull as a result of the great 
depression in America, Austria and other parts of the 
world, which became apparent after the previous inflation 
had ceased. Had it not been for the absorption of gold in 
G-ermany and an accumulation of specie in the Bank of 
France preparatory to resuming specie payments the rate 
of discount would have long since been as low as 2 per 
cent. 

1872. Dec. 2. 6 p. e. Market rate 5i p. c— But the 
causes at last told on our money market. A large demand 
always takes money into the country in the autumn, and this 
drain, coinciding with an outside drain of bullion, reduced 
the reserve in the Bank of England to such an extent that 
it raised its rate of discount to 6 per cent. Not only did 
it thus curtail its own loans, but it ** borrowed on stock " 
in the open markets, drained the latter of the excess^ 
supply, and so managed to raise the entire value of money 
in London and turn the exchanges. Gk)ld, in effect, imme- 
diately began to return from Paris, whither it had 
previously gone in search of more profitable employment 
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when our market was so cheap, and there were also some 
sums of newly coined gold dribbling in from Germany. 

1875. Aug. 11. 2 p. 0. Market rate li to If p. c. — The 
Eank rate never goes below 2 per cent., but money was in 
reality of even less value, as shown by the market rate. 
Our own trade had fallen away continuously since 1873, 
and abroad there was also little commercial demand for 
money. The German Government had taken to coining 
silver instead of gold, which was a slower process, and of 
no direct influence whatever on our money market. 
Something like a normal state of things was again reached 
for a time. 
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CHAPTER V 

STOCKS AND OTHER PUBLIC SECURITIE3. 

When the savings of the country, the funds in the hands 
of bankings assurance and other money-holding institutions,, 
the deposits of foreign individuals, corporations, &c., in our 
money market grow so large that there is no suitable means 
of employing them in private trade, then money is lent to 
foreign governments, and to public companies, with very 
great advantage in most cases both to borrowers and/ 
lenders. There are times when foreign countries desire 
loans more than at others, and there are times when money 
is sought more largely for the formation or extension of trad- 
ing companies than at others. On the other hand, there are 
fluctuations in the supply of money ready to be lent, there 
are times of distrust in which few care to lend the money 
which they have, and also periods of recklessness in which . 
the demand for securities is extravagant. Here we have 
many elements of disturbance in the value of the securities 
offered for sale, and, all things considered, it is astonishing 
that their prices in the market do not vary to a wide 
extent. But public securities — the certificates of debt,, 
that is, which are given by public borrowers to their 
creditors, the investing public — are bought and sold on 
the Stock Exchange with so keen an appreciation of their- 
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ultimate value as well as their immediate market price tliat 
when a fluctuation in demand takes place it is often found 
that its effect has been fully anticipated. In the words of 
the market, it has been " discounted," just as prospective 
fluctuations in the value of money are allowed for in dis- 
counting private securities, viz. bills. 

Our Stock Exchange compared with continental bourses 
is the English constitution over again placed beside foreign 
forms of government. A Frenchman looks with envy on 
the freedom of contract, the solidity of prices, the bulk of 
transactions, which distinguish the House in Throgmorton 
Street, and ascribes the financial catastrophes which occur 
on the Bourse to an absence of conditions of liberty, much 
as the political street riots of Paris were ascribed to repres- 
sion and over legislation ; and yet the Stock Exchange 
has rules for its own members, and it is exclusive, like 
English society, the benefit of this exclusiveness being that 
a crowd of unknown little operators are kept out of the 
pale; for the shoal of minnows which infest the Paris 
Bourse, making each turn of the tide more violent, and 
always swelling the train of some speculating Triton, is 
continually subject to frights. Having but the one desire 
of buying at a low and selling at a higher price they add to 
the oscillation of prices, just as loose ballast will add to the 
roll of a vessel ; they aggravate a panic if panic symptoms 
set in; they carry confidence to an absurd point when 
prices are moving favorably ; but when something unfore- 
seen occurs, and prices give a bound in an adverse direc- 
tion, then are these minnows left high and dry on the shore 
of insolvency. And no doubt the Stock Exchange escapes 
much inconvenience of the kind by closing its doors to the 
general public, and taking precautions that no unknown 



STOCKS AND OTHER PUBLIC SECURITIES. Ill 

dealer shall be allowed to cover himself to excess with 
liabilities to pay or deliver stock, that in imitation of our 
ngid social rules a formal introduction shall be necessary 
in order to guarantee respectability. The result is that 
failures seldom occur in the House ; a member has so much 
to lose if he be deprived of his right of entrance that he 
forbears to run risks ; he will, in most cases, neither over- 
speculate himself, nor allow others to deal with him beyond 
their means if he can possibly prevent it. 

The mode of conducting business on the Stock Exchange 
is simple. There are two classes of members, dealers and 
brokers. A broker receives an order from one of his clients 
^mong the general public to sell or buy a certain security ; 
he goes to a dealer in whom he has confidence and asks 
him the price at which he will deal in that security. The 
dealer names two prices, say 68-69 ; he is ready to buy of 
the broker at the lower or sell to him at the higher figure, 
^and he is bound to adhere to his terms if he once quotes 
them ; the broker then sells or buys in the name of his 
client, pays for or delivers the stock, sees that the transfer 
is legal and complete, and pockets his fee for his trouble. 
A broker in theory runs no risk, but in practice he must 
be very cautious ; for if he stets for an insolvent client he 
must pay up himself or lose his reputation and connectioa 
in the House, and if he sells to an insolvent dealer he will 
lose his connection outside. The members find it to their 
mutual advantage to be careful with whom they deal, and to 
be upright in their own dealings. The whole system 
<;ould not be compared to anything more fitly than to a 
club. Perhaps it has defects which spring out of this very 
high organisation, the public trusting too much to the 
judgment of members whom they directly employ or whose 
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dealings they watch. In reality the organisation, the 
discipline, the caution in sifting securities and reputations, 
the whole government of the Stock Exchange, is for the 
benefit of its members ; the public must not think it 
always reliable from their point of view, for its rules and 
traditions ignore the public entirely. 

The securities publicly dealt in are divided into two 
classes, those suitable for investment, and those subject to 
wide fluctuations, and which an investor must avoid iT 
anything of importance depends upon his power to realise 
at any given moment. 

As soon as a stock gets the character of being steady 
and reliable that steadiness is liable to increase, for 
bankers, assurance companies, and individuals having 
capital which they wish to employ safely in a form which 
will not entail loss or difficulty on realisation, all put their 
money into such securities. Consols are the model invest- 
ment stocks, but have advanced to so high a point in th& 
market that little more than 3 per cent, interest can bo 
obtained by investing in them, but they are now not the 
one solid security which can be relied on ; the great influ- 
ence which bears on the value of consols is war or peace^ 
but even that cause of fluctuation has lost power in more 
recent years. The 6 per cent. French rentes, which are an 
equivalent in some sort to consols, have attained almost au 
equal solidity in consequence of the faith which the mass of 
!EVench investors have in them as of steady and sustaining 
value in the market ; in consequence, also, of the regular 
revenue receipts of the Government, of the patriotic 
feeling which prompts the French press to extol, and the 
population to respond by investing in them, of the im- 
proved credit of France as a borrowing nation in European. 
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(iDoney markets, and of the settled favour with which small 
(proprietors in France continue to regard anything in which 
they have once trusted. As a class, securities suitable for 
investment vary with the opportunities offering for the safe 
employment of money ; when trade is good, money of the 
investing class will be either required by the owners of it 
themselves in their own business or will be lent in the 
discount of traders' bills, but when trade slackens, money 
will again seek the solid forms of investment offered by good 
Stock Exchange securities. Since the contraction of trade 
•which succeeded the activity of 1871-74 money has come 
to the Stock Exchange for investment to an extent which 
•can be best exemplified by showing the rise which the 
increased demand for sound securities has brought about 
in them. In one year the following stocks gained on the 
average 2 pep cent, in market price, besides paying to the 
investor a mean rate of 4 per cent, in interest : 



July, 1874 

Consols . 92| 

India 4 per Cents lOSf 

Canada Guaranteed 4 per Cents. . . 104 
Metropolitan Board of Works 8^ per Cents. 96^ 

Hossian 5 per Cents. .... lOli 

JVench 5 per Cents. ..... 97} 

London and North-Western 6 per Cents. 

Preference 119 

South-Eastem 4i per Cent. Preference I 103 
London and North- Western 4 per Cent. 

Debentore Stock 103 

. lOli 

. lOOi 

. 119i 

. llli 



North-Eastem do. 

South-Eastern do. 

East Indian Bailway 
^cinde, Pnnjaub, &C., Bailway 



do. 
do. 



July, 1875. 
94| 
105i 
106 
lOli 
102f 
104i 

120i 
104 

103i 

1031 

102 

118i 

llli 



8 
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July, 1874. July, 1875- 
Great Indian Peninsula 4 per Cent. De- 
benture Stock 96 ... 98 

Philadelphia and Beading Improvement 

Mortgage Bonds 96 ... 99i 

Boston City 5 per Cents 95 ... 100 

City of Toronto 6 per Cents. . . . 103 ... 105 

New York City 6 per Cents. . . . 102 ... 106 

Never was there so much money to inyest as in the* 
latter of the above two periods, and, consequently, never 
were the prices of " investment " securities so high. Even 
after the great collapse of trade in 1866 money was not so 
plentiM in the stock markets, and public securities of the 
safe sort were not carried to so high a price. By in- 
vesting in them the buyer could then obtain more interest 
for his money, as the following representative figures will 
show: 



Interest per £100. 






' 1867. 1875. 


"> 


Bedactioii. 


£ g. d. £ g. 


d. 


£ s. d. 


8 3 6 ... 3 8 


4 


...0 2. 


4 1 7 ... 3 16 


6 


...0 5 1 


6 4 3 ... 4 10 


4 


... 13 11 


4 6 1 ... 3 16 


2 


... 8 11 


4 13 5 ... 4 2 


8 


... 10 9^ 



Consols 3 

Indian 4 per Cents., 1888 

New South Wales 5 per Cent., 1892 6 

London and North- Western Bidlway 

4 per Cent. Debenture Stock 
Ditto 6 per Cent. Preference . 
North-Eastem Bailway 4 per Cent. 

Dehenture Stock . . . . 4 5 1 ... 3 17 ... 8 1 

The advantage of investing in a security at a high price 
and paying but a small interest is always questionable, as 
a high price may easily recede on a declaration of war or 
some other great accident^ but the difficulty is to find 
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other equally solid securities which will pay a better 
interest. And in this way the excess of money seeking 
safe channels of investment overflows into second-rate 
ones ; for instance, ordinary railway stocks have improved 
for that reason. 



Caledonian 
Great Eastern . 
Great Northern 

Do. «A" 

Great Western 
Lancashire and Torkshire 
London, Brighton, &c. 
London and North- Western • 
London and South- Western 
London, Chatham, and Dover Pref. 

Midland 

Metropolitan .... 
Metropolitan District 
Manchester, Sheffield, &c. 
North British .... 
North-Eastem . 
South-Eastem .... 

Do. Deferred . 



July, 1874. 
92^ 
43f 
139i 
155 
120i 
145^ 
81f 
153f 
1131 
63 
128t 
63i 
24i 
701 
611 
1684 
111 
96i 



July, 1875. 

113i 
451 

144 

163 

116 

143 

113| 

148^ 

124 
74i 

145 
95 
41 
75f 
95f . 

172i 

122 

114^ 



The ' Economist ' has gone so &r as to imply that our 
railways are almost fit to be put in the first rank of safe 
securities; that paper, on October 2nd, 1875, said, 
^' ' Banking money ' was and is greatly lent to speculators in 
ordinary railway shares, but it is little used to buy railway 
shares. Sufficient confidence is not felt in these great 
concerns ; their name is so tainted by long adversity that 
their true merits are hardly seen. We confess we think it 
possible that a time may come when ' banking money ' 
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may be put safely into ordinary railway shares. Eat as 
yet that time has not arrived. Such money is confined, 
as far as railways are concerned, to debenture and the best 
preference stocks." 

The grounds for this decided opinion lie partly in the 
fact, that British railway business has improved, and that 
their management has become more discreet and reliable, 
but chiefly because of the great surplus of money seeking 
investment, not only in this country but in Europe and 
elsewhere. Instead of being always borrowers, foreign 
countries have come to be lenders ; instead of furnishing 
stocks to invest in, they have come to invest money in 
stocks ; from all quarters the demand for good investments 
has increased, the supply decreased. Such has been the 
rise in good securities on the Paris Bourse since 1873, that 
investors on realising two years afterwards find that they 
have gained, including both interest paid and increased 
market price on realising, from 10 to over SO per cent, per 
annum. On the other side, the inferior securities have 
fskUen in market price where they are not actually in default 
on their interest. 



Chod Securities quoted on the Paris Bourse, 



Angiut,1873. Augnst, 1875. 



650-75 
690 „ 
645 „ 
645 „ 
770,, 
247-50 
60-75 



631-25 
998'76 
742-50 
647-50 
940 „ 
318-75 
73 „ 



Name. 

Soci^t^ de d^p6t8 
Qbz parisien 
Or^t industriel 
Cr^d. lyonnais . 
Credit foncier . 
ViUe de Paris, 1871 
Rente itaUenne . 



Annual 

profit obtained 

per cent. 

. 31-52 

. 29-72 

. 26-67 

. 23-94 

. 22-99 

. 18-88 

. 17-22 
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August, 187S. 
440 „ . 


August, 1876 
470 „ 


Name. 
Soci^t^ financi^re 


Annual 

profit obtained 

per cent. 

. 15-94 


• 

89-75 . 


• • 

.. 10510 


The six great railway 
panies (average) . 
5 p. c. French . 


com- 

. 14-74 
. 1412 


56-50 


66-45 


3 p. c. French . 


. 1411 


580 ,) ... 665 ,, 
560 „ ... 592-50 
1095 „ ... 1155 ,, 


Messageries . 
Soci^te g^n^rale . 
Banqne de Paris 


. 13-40 
. 12-90 

. 12-88 



And the list might be extended. There was evidently a 
great demand for purposes of investment, the more strong 
because of the general aversion to unsafe securities. Of 
the latter, treated in the same way as above, external 
Spanish stock would return an annual profit per cent, of 
3-77 ; Turkish, 1873, 371 ; ditto, 1869, 1*49 ; 6 per cent. 
Peruvian only 0*17; 6 per cent. Turkish actually an 
annual loss of 1*80. Of the South American discredited 
stocks we need say nothing, for the loss on them is known 
to have been severe. The price of inferior securities is regu- 
lated by demand and supply in common with good securities, 
but they are liable to more and different fluctuations of 
demand, and of sudden and curious gluts in the market. 
Holders of bad securities, it need hardly be said, will easily 
take fright if things seem adverse ; a banker, for instance, 
who pays 2i per cent, for the money deposited with him, 
and puts it into Turkish stock, which will pay him 10 per 
cent., will be very open to alarm if he sees a prospect of 
war about the Eastern Question, of repudiation by the 
Porte of its debt, or of difl&culties in raising new money at 
Constantinople for the purpose of paying interest on its old 
loans ; he will not only fear to lose his high dividend, but 
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the market price of the stock he has speculated in with bor- 
rowed money will certainly fall on such adverse reports, and 
lie will very likely have lost more in capital than be gained 
in interest. But, independent of the natural trepidation 
which will occasionally lead to large sales of inferior securi- 
ties on tbe market, fluctuations in price often occur from 
artificial causes; a semblance of a large demand will be 
created by some impudent speculator or body of specu- 
lators ; he or they will have previously cleared off the float- 
ing supply of some particular stock (which is generally 
selected as being low in price, and therefore more easy to 
buy up), and a few bids wiU then have immediately all the 
effect of a large demand for that particular stock. For 
those who make engagements to sell it, knowing that it is 
really of no value at all in comparison with its market 
price, are placed in a comer ; they cannot find the stock 
when the time comes for them to deliver it, and are obliged 
to buy back in order to complete their contract at probably 
a very extravagant rise on the price they got by selling it to 
the speculator in question. This is the kind of scandal 
which was revealed by the Foreign Loans Committee; their 
report made it so clear that the market price of inferior 
stocks might be treacherous as a guide to its value, that 
investors have since refused to meddle with them. It 
turned out, for instance, that Honduras was actually bank- 
rupt when it thought of borrowing money in the London 
market; it already owed £120,000, and had not paid a 
penny in interest on that amount for forty years. A firm 
of financiers here agreed to bring out a loan, however, on 
receipt of a large percentage of the proceeds. Much of the 
stock was placed on the market afber the manner just 
described in the case of stock not of new issue. Few in- 
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Testers subscribed to the loan when formally offered to the 
public, and the stock was then quietly taken to the Stock 
Exchange by those who wished to get rid of it ; some ficti- 
tious bids were made by the person employed for that pur- 
pose, and dealers sold to him, thinking they could obtain 
Honduras stock for delivery at the day of settlement ; but 
the market had no floating supply of the stock, and those 
who had engagements to deliver offered a high price for it 
in order that they might settle the transaction. Thus far 
there was no great harm done ; the real owner of the bonds 
had bought what he knew no one could deliver to him, and 
he could have obtained a good bonus for himself in return 
for letting the seller off his bargain. But this was not his 
object ; what he wanted was to place the whole of the bonds 
in his possession in the hands of the public, and he suc- 
ceeded. Their market price began to rise as a result of the 
process referred to, and then the mischief of the operation 
began to show itself ; small speculators saw the advance, 
and determined to share in the profit of the movement, and 
they too bought the bonds ; the public saw them quoted 
every day at a steadily rising price, and they also invested 
in Honduras stock, which promised a large dividend and 
seemed to be in favour on the Stock Exchange. Then the 
issuer of the bonds found his opportunity ; the traffic he had 
stimulated in them made an extended demand, which he was 
of course able and ready to supply. After a year or two 
the wretched little state refused to pay any more interest 
on its debt, and the stock fell to nothing in the market. 

After the Turkish coUapse — an event which seemed to 
be unexpected by the public, notwithstanding the previous 
publication of heavy deficits in the Ottoman budgets of 
«ach succeeding year, notwithstanding the obvious inability 
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of the Porte to meet its debt without borrowing new 
money, notwithstanding its unfulfilled promises of reform 
and its bad credit with Constantinople money-lenders, wha 
made temporary advances at over 20 per cent, per annum, 
interest — all foreign stocks were shunned by investors 
with a sort of abhorrence singularly in contrast to the pre- 
vious confiding way in which they were bought up. On. 
the Stock Exchange this hastened the full development of the 
caution which succeeded over-confidence in previous years- 
of "inflation." It will be seen farther on, under the head 
of Manufactures, that all trade had reached a time of reac* 
tion, and in the stock markets also we wereVeeding jout bad 
articles from good, rejecting and discriminating on the one^ 
side, and perhaps buying up good articles in the way of 
securities at prices above their real value on the other. The 
dealers on the Stock Exchange — the jobbers and professional 
dabblers in stocks — were not afiected adversely by the &11 in. 
the market prices of second-rate and the exorbitant rise in 
first-rate securities. On the contrary, they appeared t<y 
derive profit &om the reactionary movements just as they had 
by anticipating the commencement of the general inflation, 
years before. Scarcely a single failure occurred among the 
members of the Stock Exchange, and there was very good 
evidence that stock jobbers as a body had benefited from> 
the scare which brought the public on to the markets* 
with Ottoman and Egyptian securities. Not only had the 
** bears" drawn direct profit by anticipating sales by the- 
public, but the "bulls " fastened on to other stocks which 
took the favored place in the public estimation. Which- 
ever way the public turn they find themselves the losers- 
and the initiated the gainers at their expense. 

" Market reasons " for the fluctuations of inferior securi- 
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ties, about which much vagueness of idea prevails, mean 
little but the relation of supply to demand in the market ;: 
market reasons, in fact, have no reason in them in many 
cases, the dealer being guided by experience, which intensi* 
fies and degenerates in time to an instinct as to the amount 
likely to be taken off or " shot on to" the market at 
particular times. We have abeady seen how a demand 
may be artificially stimulated, how a crowd of speculators 
may buy what they do not want to keep, or sell what they 
have not the power of delivering ; but though fictitious in^ 
appearance, these transactions must ultimately have for 
basis the quantity of stock in which they occur. It is only 
when disastrous accidents happen that high market prices 
are, after all, a fiction, for at such times the market demand 
and supply are disturbed. Within the market, securities 
sometimes have an indisputable value, which is only ficti- 
tious in the sense that it is considerably higher than the 
value which those outside care to put upon it. One dealer 
will buy a certain stock, for instance, because he know& 
another wants it; why the latter wants it does not 
trouble him, nor do considerations as to its permanent 
value as an investment ; he buys it simply for " market 
reasons." 

And the market price, as distinguished from the real 
value of a security, will sometimes remain for months 
above the price warranted by its intrinsic merits — the in- 
vestment price. The market price, as we have seen, de* 
pends merely upon the engagements of dealers to deliver 
stock and the quantity of it available. This being under* 
stood, it is quite conceivable that contrivances of various 
kinds can be adopted for contracting the amount of stock 
afloat, as the phrase is. When the usual half-monthly 
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settlement of accounts comes round, stocks of the specula- 
tive kind fluctuate in an odd way, the explanation gene- 
rally being that somebody buys or sells in order to baladce 
the transactions he has previously entered into. "When a 
large quantity of stock comes forward at this settlement, 
the reason is probably that a speculator had previously 
engineered the market by taking much of it away and so 
diminishing the market supply ; when he lets it out once 
more on the market the price, of course, recedes. But 
these are minor fluctuations which occur without much 
reference to the influences which ultimately govern the 
intrinsic value of the securities dealt in. Large and deeply 
considered operations influence the market-price in antici- 
pation of an event justifying the course taken. Say, a 
traffic manager on a railway obtains good information 
beforehand as to the quantity of goods likely to be carried 
over his line within a week or two ; the fact is made use of 
on the Stock Exchange to buy or sell stock in anticipation 
of the effect which the real traffic returns will exercise on 
the price of the railway stock in question ; a large business 
has perhaps been done on the railway and the profits of the 
week are naturally swelled and the prospects of dividend 
for the shareholders brightened ; the logical effect of the 
publication of the week's traffic would be to raise the price 
of the particular railway stock, but very often the result of 
the publication is quite different. Instead of rising on so 
-apparently good a ground the stock may even fall, for sales 
take place to cover the anticipated purchases of stock pre- 
viously made on speculation. Sometimes the operations 
are carried over a long period, stock being bought in anti- 
<;ipation of a great outside demand due, perhaps, six months 
afterwards ; pending the advent of these outside purchases. 
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however, there is, of course, a certain amount of fiction 
surrounding the market and keeping up the price, but it 
may be that the speculation is fully justified in the end. It 
yery often occurs, however, that some accident interrupts 
the course of afiairs, or that the hopes of the operators are 
altogether ill founded ; a collapse is then inevitable sooner 
or later. Sometimes, too, bad securities paying a large 
dividend are bought with money borrowed at a low rate of 
interest, and the hope in that case is that no accident shall 
occur either to prevent the regular payment of dividend or 
to depress the market price below what the speculator 
originally paid for it. An accident would in nine cases out 
of ten mean loss in some shape or other ; perhaps the 
money market becomes very stiff, and instead of paying a 
low rate of interest the speculator pays more as the cur- 
rent interest for his borrowed money than he gains as 
dividend from the stock he has bought by that means. It 
is not unknown, in fact, that securities have been run up 
to so high a point that their return in the way of dividend 
is but a fraction of the interest paid for the loan of the 
money with which they are bought. Experience and com- 
mon sense alike show that such operations finish ill, and 
that prices must fall after operations of the kind. Every 
now and again a severe fall does take place, but on the 
whole the speculative opinion of capitalist dealers is one 
which has a courage of its own, and which very often 
carries prices easily over a time of unforeseen adversity, 
such as a rise in the value of money just now alluded to. 
A solidity often exists in well-considered speculations 
sufficient to give prices steadiness during its continuance 
and to prevent any disastrous collapse even if unsuccessful ; 
at the same time it often stimulates gambling of a wild 
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nature and takes the market price of a stock fur away front 
its valae as an investment. Instead of market price being 
a guide to value, therefore, there is sometimes so marked a 
distinction between it and investment price that no investor 
should deal in a stock affected bj speculation and the 
attendant gambling. 

I feel strongly, and others of better experience have a> 
like feeling, that the market for speculative securities is 
unfitted for investors to deal in. I point to this difference 
of purely " market " influences and prices from influences 
bearing on investment values as the best reason of curbing 
the insanity of greediness which runs away with the reason 
of those who neither know nor try to know anything of the- 
market they buy in. I see plainly, and am not alone in 
seeing, that no public legislation, consistent with the liberty 
of the subject, can protect ignorant dabblers in inferior secu- 
rities from the effects of their wilful blindness ; an attempt 
at anything in that direction can only end by further im- 
pelling outsiders to trust the more implicitly in market 
price as a guide to value. It is no doubt true that if in- 
vestors are willing to buy doubtful securities it would in^ 
practice be impossible to stop them ; and in theory also na 
legislative body can well discriminate as to what shall be 
bought or sold, having obviously less interest in the matter 
than the buyers and sellers. The latter must discriminate^ 
for themselves ; they must have proper means of comparing 
good with bad securities, and must not merely rely on the- 
price quoted in the market for gambling as a guide to- 
the price in the market for investing, for the two ar& 
distinct. 
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Table shovsmg the Efect of War on the Price of Consols. 



War or Peace, and its 
duration. 



War, 7 years 
Peace, 5 years 
War, 11 years 
Peace, 5 years 
War, 3 years 
Peace, 18 years 
War, 9 years 
Peace, 8 years 
War, 7 years 
Peace, 11 years 
War, 9 years 
Peace, 10 years 
War, 9 years 
Peace, 1 year 
War, 12 years 
Peace, 40 years 
War, 2 years 
Peace, 16 years 



Amount of interest 

paid on National 

Debt, and of increase 

(+) or decrease (-). 

1691 232,000 

to 1713/ 3,004,287 
^1+ 1,788,963 

to 1718 1 2,965,889 
^^'^^1- 38,398 

to 1721 / 2,855,380 
to 1721 j _^ jj^ g^ 

tol7'iqJ" 2,030,884 

165,765 
134>,881 



to 1748 



r 3, 

1+ 1, 



f^T7ftft/ 2,753,566 
to 1756 1 _ 4j2^j^g 



to 1763 



/ 6,( 
L+ 2,1 



,032,733 
,279,167 

to 1774/ 4,698,313 
^^''*l- 334,400 

to 1793 -T 9.^11'238 
^^^^^t+ 645,653 

to 1802 

to 1803 j^^': 

to 1815 



r 20,268,551 
I +10, 



r 32, 
L+11, 



557,313 
812,962 
544,411 
645,618 
832,656 






to 1873 



f 26, 
I- l,i 



804,853 
876,324 



Medium prices 
of Consols 
in the year 
mentiimed. 



72i 

23f 

67 

90 

90f 

92i 
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English Funds. 
Principal Events affecting Consols since 1800. 

1800. esh 

1801. 55i. — ^Very deficient harvest; wheat cost 1668. 
per qr. Monej was consequently scarce. 

1802. 69i. — Foreign imports of wheat had brought 
relief since the decisive battle of Copenhagen. 

1803. 54^. — ^War with France renewed, and Govern- 
ment expenditure very large at the time. The price of 
wheat, however, continued to fall, and reached 49s. th& 
next year. 

1806. 63f . — There had been a gradual rise up to thi& 
point as the war drew to a conclusion, checked, however, 
by continued bad harvests and a mania for speculative 
commerce. 

1810. 68i. — Prices for commodities had now risen 
enormously, and attracted supplies of raw material whicL 
we were unable to pay for. 

1813. 562. — ^^^ ^^ to ^^^8 point had come in a suc- 
cession of bounds owing to the depressed state of trade 
since credit had collapsed. Harvests had everywhere 
been deficient ; the wheat average had reached 155s. 

1814. 70^. — This sudden revival was due to the natural 
elasticity of trade after the recent terrible prostration, but 
was also helped by the successes of our army in Spain and 
the opening up of intercourse with that <50untry. The 
French were retreating from Eussia, which was thus open 
also for trade purposes. 

1814. 65i. — ^The above circumstanced th^n caused over- 
trading and consequent reaction. 
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1815. 664, — More war, on Napoleon's return from 
exile, increased the depression. 

1818. 79|. — General peace ; large import trade and a^ 
fall in prices. The gradual but rapid increase of trade at 
this time brought prosperity. There were more oppor- 
tunities for productive labour, and more labour at liberty^ 
now that peace was general. The savings of the country 
largely increased, and not only consols rose in money-value^, 
but there was also capital to spare for investments in large 
foreign loans. 

1820. 67|. — As usual in such times trade was soon over- 
done ; much loss was occasioned by the fall in prices which 
a too eager production and importation caused, and credit 
received a severe shock on account of the bankruptcies 
which ensued. 

1822. 80f . — A rise again took place, and now culmi- 
nated. The harvest of this year was as good as could be- 
desired. 

1823. 73i. — ^An intense mania for speculation followed,, 
and soon brought about ill effects. Foreign loans and 
foreign goods were alike speculated in too much, and the 
demand for money which ensued caused a heavy fsll in the 
prices of those commodities which had been imported, and 
the owners of them suffered corresponding loss. 

1825. 93|. — ^Trade had regained full swing, while the 
large investments abroad had brought down the rate of 
interest generally obtainable. 

1826. 77i. — Failures among importers had announced 
the beginning of an unprecedented collapse of trade and 
credit. The Bank . of England was nearly drained of 
bullion, and its circulation was so much increased by th& 
ftdlures of other banks that cash payments were in danger 
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of being suspended. No fiEiith was placed in any form of 
circulating medium except Bank notes and coin. Thus, 
prices of all commodities and securities fell owing to the 
ticarcity of money to pay for them. 

1827. 86|. — ^The panic state was soon over afber the 
first crash, and credit recovered though trade was still 
<lull. 

1830. 91f . — A return of gold from abroad caused this 
rise. 

1831. 77 J. — ^Wheat was dear, and a further absorption 
of money took place to supply foreign demands. There 
were at the time revolutions in France and Belgium, 
besides a war between Eussia and Poland to account for 
these needs. 

1835. 91^. — Successive abundant harvests brought 
about this rise in a large degree. 

1837. 89|. — Cheap food had given great impetus to the 
production of commodities, among which the demand for 
iron for American railways was conspicuous. The imme- 
diate causes of the catastrophe of this year were thefailures 
in America, with which country exporters were much in- 
volved, and also an export of gold invested abroad, besides 
an internal drain, which contributed to make money dear. 

1838. 94. — ^The effects of these circumstances on con- 
Bols were neutralised by the reaction cons€iquent on over- 
speculation and loss' in foreign loans ; much investing in 
them for the safety they afforded brought up the price ; 
bullion accumulated in the Bank for the sake of safety 
also. 

1841. 88^. — The prostration of trade continued, aggra- 
vated by dear food. The savings of the country were thus 
absorbed and money was scarce. 
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1844. 100|. — ^The reaction was now great. Confidence 
reviving, labour was no longer unemployed; food had 
become cheap through the repeal of the corn-laws, and 
manufacturiDg had gradually extended in activity, which 
was helped by the new market which a treaty with China 
had opened for cotton goods, 4&g. Credit was so good in 
this year and money so freely offered that best bills were 
discounted at as low a rate as If per cent. 

1845. 94}. — ^The ease with which money was to be 
obtained had generated speculation to an alarming extent, 
which principally took the form of new railway projects, 
and affected consols for the time, but the mania soon 
abated. 

1847. 80. — ^This fall was occasioned by a sudden ad- 
vance in the value of money. Various causes had been 
at work to bring about this state of stringency, principal 
among which was the drain which had continued growing 
for railway undertakings at home and abroad. Materials 
for their construction had risen in price as well as the 
labour employed on them, and the internal circulation 
was further increased by dearer corn. There was thus 
a large draiu of gold from abroad to pay for imported 
wheat, which was everywhere dear at the time, partly 
on account of railway and other investment liabilities. 
Failures also occurred, and the money market reached 
crisis-point. 

1850. 97i. — ^Bailway speculation had continued, but 
^rtain exposures checked confidence for a time with 
regard to them. Money savings were consequently 
diverted into other channels. 

1852. lOOf X div. — Money, especially gold, since the dis- 
coveries in California and Kew South Wales, had become 

9 
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more abundant, nofcwitlistanding loan requirements hy 
foreign powers and a large demand for coinage in France. 
Trade had been over-speculative in certain branches ; and in 
the absence of adequate consumptive demand prices fell^ 
and bankruptcies were the result. Credit, however, was 
not affected in any marked degree, and the influx of new gold 
k^t a continued downward pressure on the rates of interest 
and consequently raised the price of all interest-bearing 
securities as well as commodities. 

1854. 86. — ^The reaction had come. During a long 
course of cheap money a tendency to embark in extensive 
^eculative undertakings had been fostered and developed. 
Labour and goods had equally risen in value owing to emi- 
gration and large exports, credit had become unsound, and 
war with Eussia was declared. The reaction would have 
gone further had it not been for the continued demand for 
our goods in exchange for the gold produced in the new 
fields. 1853 had been a year of strikes and consequent 
waste of labour. In effect, our trade was intensely op- 
pressed — on the one hand, in the difficulties of production by 
dear raw material, labour, and food ; on the other, in the 
difficulties of distribution by war, a stoppage of foreign de- 
mand for our goods (with the great exception of California)^ 
and the failures which resulted. The pressure soon sub- 
aided after this point had been attained, the harvest in 
prospect having a most promising appearance. 

1858. 98}. — The war with il^ussia had ceased, and trade 
resumed great activity. The first symptom of this was a 
drain of bxdlion to pay for imports, which caused a erisia* 
point to be reached by the rates of discount (10 per cent.), 
but had not affected consols at all materially. The next 
swing of the pendulum of commerce brought gold hither ia 
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large qnantiliea, and eoniaols advanced 8 per cent, iji as 
many montliS; . • , 

1869. 86^.— At -(Ms time pdlitieal cbnsidfemtibtifi caused 
Tiolent fluctuations owing to immourB and assertions that 
Bussia had coalesced with Ftttnce in the pending Au^o- 
Erench war. Many failtrfes and losses were occasioned by 
the fall in securities, which was' general, it 'being understood 
that Erussia and Prance intended to overtfirow the balance 
of power in Europe. 

1859. VI,— The groundlessness of these fears soon' l)e- 
came apparent; an armistice was signed between IVance 
and Austria, no further ifears of war were entertained, and 
securities of all kinds everywhere rose itt value. A French 
commercial treaty then signed had a good effect. 

1861. 89i.— G-old had been leaving England for some 
time, principally for America, where secession had already 
commenced and derangements in that country caused a 
demand for money. The stoppage of trade there which 
ensued was unfavorable both as checking our exports of 
goods and as draining gold from us in their place, thus at 
once hurting our trade and making money dearer. Foreign 
loans had also helped the latter effect, and India borrowed 
heavy sums over and above the silver it absorbed to pay 
for its cotton. Com was dear also, following a bad harvest 
throughout Europe. 

1881. 94J. — The rise was due to the better harvest in 
this country combined with the absence of further excessive 
drain to America and elsewhere. Eor some years after 
this period there was Tory little fluctuation in consols, the 
average price being about 92. The derangement of the 
cotton trade caused stagnation in part of our machinery of 
production, and this reduced the national gain ; the outflow 
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of bullion to the East to pay for the cotton that we were 
obliged to buy there caused scarcity of money and had a 
correspondingly depressing effect on prices. On the other 
hand, harvests were plentiful about this time and expendi- 
ture was on that account economised, so that the national 
wealth as represented by the demand for consols was 
neither lessened nor added to. 

1864. 87^. — A drain to the East of bullion brought up 
the value of money to the rate of 9 per cent, as the dis- 
count minimum. There were no fears of a panic, however, 
and the best of securities fell in price correspondingly to 
the rise in money, which latter diverted the channels of 
investments, and caused sales rather than purchases to be 
made. Bullion continued scarce for some time after this, 
owing to the demand for France in addition to that for the 
East; besides which, international trade was growing 
enormously and absorbing capital. For these reasons 
consols still remained out of favour. 

1866. 85|. — This was the period when the fiailure of 
Overend, Gumey & Co. occurred and announced the be- 
ginning of a crisis arising from overstrained credit. The 
Bank rate for discount touched 10 per cent. ; and the only 
form of credit that could be circulated freely being Bank 
notes, the Bank Act of 1844 had to be suspended in order 
to increase the necessary agents required for transactions. 
Money being so much in request, it is easy to be imagined 
that there was very little to spare for buying consols. 

1868. 95^. — The preceding high rates existing in this 
country naturally drew hither much money from abroad, 
and the reaction gradually went to this point. The money 
market being over-supplied, owing to the quiet state of 
trade which succeeded the crisis of 1866 and the fall in 
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prices of commodities which accompanied that 3tate of dear 
money, securities naturally rose ; foreign loans, however, 
came in at the favorable opportunity and took off some of 
the superfluous capital seeking investment. 

1869. 92i. — Money bad gradually become dearer since 
trade began to recover, and the low rates of interest ruling 
for some time after the panic of 1866 had invited foreign 
loans to a large extent. Bullion in the Bank of England 
had consequently been considerably trenched upon, and 
consols suffered a proportionate depreciation. 

1870. 94f . — ^National prosperity had continued without 
break. Com was plentiful, labour well employed, and as 
yet no serious fears were felt of a European war. 

1870. 89. — The war between Prance and Germany had 
broken out, and the fear of this country's becoming involved 
caused a panic on the Stock Exchange. The disturbance, 
as usual with such sudden dislocations of commerce, helped 
the demand for money which our increased trade was then 
occasioning, besides which a precautionary demand for dis- 
count had withdrawn much money from under the imme- 
diate control of the Bank of England. The high rates 
thus induced speedily caused a return of bullion, especially 
as trade generally was checked by the war and foreign 
money was placed here for safety. 

1871. 93 g. — The Bank of France had discontinued cash 
payments ; London was consequently made the chief gold- 
centre; and notwithstanding our enormously increasing 
trade, as testified by the large Bank-note circulation and 
clearing-house returns, money was stored here in great 
quantities and pressed down the rates of interest to an 
extent which heavy foreign loans for a long time failed to 
counteract. 
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187Jm June 14. 91ixdiv. — Anticipations of a poor 
harvest helped to depress consols more particularly, while 
the issue pf the French loap. made all the stock markets 
flat. 

1871. July 12. 93|. — Improving prospects of harvest, 
money becoming every day more abundant, and the ease 
with which the French loan was placed, were each a cause 
fora^neral rise in the value of securities ; and as the Bank 
rate had now reached the low minimum of 2 per cent., it 
was urged that the price of consols relatively was not at its 
highest. On the other hand, the numerous other secure 
investments which had grown into favour with steady in- 
vestors, such as railway debentures, competed successfully 
with Grovemment securities, especially as the former 
yielded higher rates of interest. 

1871. (kit, 18. 93. — The rise that had taken place on 
the weeks immediately preceding this date was remarkable 
because of the advance in the Bank rate (from 4 to 5) which 
took place at the same time. The dividend payments caused 
tl^is anomaly by flooding the markets with much loose 
capital, notwithstanding the drain upon the Bank's stores 
which had for some time been occasioned by the Garmoii 
demand for gold for its new coinage. 

1872. Jan. 10. 92| x div. — Dividends were distributed 
and consols were benefited in a like degree with other 
securities ; the latter, however, had been for the past year 
much more than usually in request, as the public confidence 
in the more miscellaneous investments was regaining ground 
in the same degree that the effects of the 1866 panic were 
gradually being recovered from. 

1872. Feb 8. 91i.— The Alabama difficulty caused 
some uncertainty, and consols suflered on this account as 
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well as by speculative sales which were made to cover ope- 
rations for the rise in other directions. The revenue pay- 
ments had increased the Bank's store of public money at 
the expense of the private deposits ; thus money was scarce 
in the open market, while there had also been some drain 
for abroad. 

1872. April 24. 9Si.— The reaction from the above 
condition was shown in the holding back of new, and espe- 
cially new American, undertakings from the market, and 
in the tendency to speculate for a rise fostered by the less 
uneasy state of politics. 

May 8. 98. — ^Uncertainties as to the movements of the 
German Government with reference to its demand for coin- 
age were increased by the sudden withdrawal of bullion for 
that country, and a sharp rise which immediately ensued in 
the Bank rate. 
/ July 3. 92i X div. — For the time this uneasy feeling had 

subsided. The rise in the Bank rate last mentioned had 
been sufficient to attract money to the London market cor- 
responding aud even more than adequate to its wants; 
prices of securities had consequently risen. The final set- 
tlement of the Alabama difficulty relieved the last traces of 
anxiety on its account. 

Aug. 7. 92j. — ^The fall to this point was temporary, 
and merely showed the reaction which followed on the 
excitement which subscription to the French loan had 
caused. The remarkable feature of that subscription was, 
that not only did the loan itself improve in value, but the 
general and eager application for allotment also stimulated 
other share markets, by revealing an immense dormant 
demand far more than competent to absorb the loan. At 
this date, however, Germany had taken advantage of the 
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existing abundance of money to make farther purchases of 
gold. 

Aug. 28. 92^. — This point was only touched momentarily, 
but had been led up to by the continuance of ease in the 
money market, the precautionary rise of Bank rate in the 
spring haying had little effect up to this time. 

Oct. 4. 91^. — A large increase in the circulation caused 
a sudden rise in the Bank rate, which discouraged buying 
in the stock markets. Consols were affected also, from 
the occurrence of temporary borrowing operations by 
the heavy rates buyers " for the account" were charged for 
holding over payment for the time ; rather than pay these 
exorbitant rates the stocks were pressed for sale, and the 
market price consequently fell considerably. 

Nov. 1. 92|. — Notwithstanding that a further rise 
had taken place in the value of money, consols were 
wonderfully quick to recover, as during the whole year they 
had been, notwithstanding all the disturbing influences. 
At this time there was to contend against a foreign drain of 
bullion and a bad harvest, yet the accumulating savings of 
the country, aided by Government purchases for the reduc- 
tion of the National Debt, gave great elasticity to the 
market. 

Hov. 13. 92. — The Bank rate had been advanced to 7 per 
cent. ; a further upward movement was expected, and the 
semi-panic thus caused was increased by the news of a large 
fire at Boston and fears of loss and complication on this 
side. Consols were sold at a low price for money, as great 
anxieties were entertained about the coming account. 
Further Sinking-Fund purchases, however, sustained the 
market in some degree. 

1873. May 28. 94.— Although the Bank rate was 6 



^ 
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per cent., that high value of money did not deter investors 
from placing capital in consols. The chief reason for con- 
fidence in them was the more assured tone of foreign^ 
politics, but continued purchases by the Commissioners for 
the Eeduction of the National Debt had also much effect in 
raising the price. 

And since this time there have been, less than ever, any 
but the most moderate variations in the price of consols,, 
whatever may have been the current value of money at the 
moment. The absence of warlike rumours must be alleged 
as the chief cause of this steadiness. They are not a stock 
which investors hastily buy, nor which there is often occa- 
sion to sell rapidly, and the steadier they become the more 
does steady investment solidify their price. The nation 
looks upon consols as a kind of savings-bank, and it would 
need an almost unimaginable disaster to appreciably dimi- 
nish the immense savings put into them, or to cause with- 
drawals simultaneously by the millions of investors in the 
Funds. 

1875. Sept. 94. — On news from China which threat- 
ened a war, consols had an unusual fall at the end of Sep- 
tember from 94^ to 94 ; but although our Minister was at 
the point of returning from Pekin, yet the alarm had no 
more effect. A war with China would, however, cost the 
country directly about £20,000,000; and if actual sales 
did not take place in consols, there is no doubt that the 
country would have less to spare for investment. 
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Sfaxisq Three pes Gents. 

Ikents explaining the fluctuaHons in the price of the stock 

at London, 

1852. Hov. 53J.— 

1864. April. 33. — Military insurrection under O'Don^ 
nell; disturbances. 

. 4856. June. 48. — O'Donnell, in power, subdues in- 
surgents. As Dictator, quells insurrections at Barcelona 
and Saragossa and suppresses National G-uard. 

1859. May. 37. — Panic on the London Stock Ex- 
change. Franco-Austrian war. War with Morocco. 

1860. May. 52.— Moore defeated by O'Donnell and 
indemnity money obtained. Charles VI proclaimed King. 

1864. May. V, — After having touched 55i the stock 
fell ; first on an insurrection in St. Domingo, next on a 
rupture with Peru. Prim is exiled for fresh conspiracy. 

1865. May. 43^. — Dispute with Chili. More con- 
spiracies. 

1866. May. 34|-. — Various disastrous events had oc- 
curred. Prim began the year with an insurrection, and mar- 
tial law was proclaimed in Madrid. Admiral Mendez was 
repulsed at Callao. A great military revolt took place in 
favour of Prim in June, which was quelled, however, by 
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O'Donnell, with much bloodshed. Great confusion reigned 
throughout Spain, and the tax had to be levied in advance. 
To complete the disastrous effect of these events on Spanish 
stock, a commercial panic occurred in London, and all sorts 
of securities were sold in the general desire to get money. 

1868. May. 31J. — A proposal is made to settle with 
national creditors at 20 per cent, of the debt. An insur- 
rection under Prim joined by nearly all Spain ; Prim 
forms a provisional government which is recognised ; the 
Queen flies to France, and the royalist troops are defeated 
by Serrano. 

1869. May. 26.— An issue of £32,640,000 Three per 
Cents, was made. Ministries change, but cannot secure 
strong support, Senor Castlebar speaking powerfully in 
opposition and on the side of the Eepublic. An insurrec- 
tion, as usual, occurred, — this time in Cuba. 

1870. May. 32. — Prim, after several unsuccessful 
efforts to obtain a Ejing, at last finds Prince Leopold, of 
Hohenzollem, acceptable to the nation. But the nomina- 
tion of the latter leads to strong opposition by France, 
and — 

1870. July. 22^. — War between France and Ger- 
many breaks out. 

1870. Kov. 83. — On neutrality being observed, and a 
new King obtained in the person of Amadous, Duke of 
Aosta, a return to buoyancy occurs. 

1871. Sept. 85. — ^After a little reaction the price again 
rises, the young King and his Queen being warmly received 
by the people at Madrid and afterwards in the provinces. 
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1872. April 30. — ^Arrangements are made to pay the 
coupons— one third in paper at 50 and two thirds in cash 
— for the ensuing five years. 

1872. July. 28. — Carlism increases; the country is 
also disturbed by republican outbreaks. 

1873. July. 18^. — The King abdicates, finding Spain 
unsettled and in a continual struggle. Garlists become 
more active and destructive, leading also to much expense 
in combating them. At last the June coupon is unpaid 
and Spain falls into total default. 

1873. Oct 1. 22.— Carlist defeat at Puente la Eeyna. 

1873. Oct. 6. 20.— Eepublicans defeated by the Carl- 
ists at Maneru. 

1873. Hov. 1. 17. — Capture of a U.S. privateer off 
Jamaica ; this was the " Virginius Affair." 

1873. Hov. 25. 16. — Concession to American demands 
for compensation. 

1873. Bee. 21. 17. — Intransigentes at Carthagena re- 
fuse to surrender. 

1874. Jan. 2. 19. — Coup d'etat takes place, but Q-en. 
Pavia cannot form a strong government. 

1874. March 25. 20.— Carlists lose their first line of 
defences* 

1874. June 30. 17. — Another coupon is due without 
payment. Germany recognises the Eepublic, but little 
effect is produced on the stocks, as the former country does 
not actively assist the Bepublic to suppress Carlism. 
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1875. Jan. 23. — Hopes of peace on Queen Isabella's 
eon's ascending the throne. 

1875. Oct 18 J. — Carlism yet uncrushed; only three 
of the overdue coupons paid. 
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Course of Prices fo\ 



Date and Bank Rate. 



End of January, 1871, 2i% 



End of March, 1871, 3% 



End of July, 1871, 2% 



End of September, 1871, 3%. 



End of January, 1872, 8%... 
End of February, 1872, 8% 

End of July, 1872, 3i% 

End of August, 1872, 8i% ... 

End of September, 1872, 4% 
End of January, 1873, 4i% 



End of March, 1873, 4%. 



End of May, 1873, 6% 



End of July, 1878,81% 
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102^ I 54xd I 76i I 74 I 52 1 54 

Foreign stocks, with the exception of French, were 

the consequent improvement was *' discounted." 

... I 103 I 63 I 75* I 74 I 50* I 53 

Values had been higher than at the close of the month ; 

to have effect. Russian improved on the settlement 

... I 100 I 54* I 77ixd I 74 | 55xd | 57 

The suppression of the Communist insurrection, 

ments to be in much request. The great loan had 

other prices, money being thus proved to be very 

... I 101 I 54f 1 79* I 75 I 55* | 59 

The advancing tendency in prices had continued strong 

here in connection with trade, had caused the Bank 

being doubled, speculators who had obtained loans 

that there was reidly less money for investment and 

... i 101* I 58xd I 84fxd | 78* | 55 | (>«*s 

Money had again become easy to borrow, but symptoms 

trade, or foreign loans, were becoming equal to the 

... I 101* I 56* i 83 J 78* I 55* 1 &^ 

Alarms, arising from the political complications which 

arbitration, had depressed all stocks, but least of all 

ments for capital. 

63*xd I 100 I 55*xd | 87*xd | 80 | 58* | €6|i 

Foreign bonds had tended to regam groniiid on 

sterling (nominal) was impending, and there was 

invaded, and most South American issues were flat. 

65* I 100 I 56 I 89* I 84 I 54 I 67i 

The excessive applications for the French loaa nad a 

for investment. Peace was re-established between 

64f I ... I 55 I 89* i 84 I 58 I 66 

64fxd I 101 I 56*xd | 91|xd | 86* f 53* | &1 

The general cause of comparative steadiness, now 

during the autumn tightened every continental money 

but now less stringency was felt. French were depressed 

the dividend's being paid in stock instead of cash; 

671 I 100 I 56* 1 92* I 86| ) 54* ( &1 

Investors continued to bring out their money more 

having abdicated and the Carlist disturbances begun. 

German troops caused his Grovemment to be more 

65* I 100 I 561 I 90* I 81* | 54* | 61 

The panic at Vienna caused much depression in the 

M. Thiers had come into collision with the raigority 

Mexican debt was proposed. 

65*xd I 100 I 57xd ] 87*xd i 82* | 55* | 5H 

Spanish and some of the South American stocks fell, 

the steadier securities, purchases by the Geraua 

this rise. 
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tarioua Foreign Stocks, 1871 — 5. 
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to bay flloctB> which they hoped the public would gradpaUy absorb, told tUem uuiier the iiupT«iaian 

13 TsSfii™ "m?". 7B I SBjid I Blid [ .9Si | flSisd 1 97 | 79 | ... | ISxd 

capilil Kehini employiDent, The llahanu cUimB caused some aniiety. 
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the uaiuble arraajremcnt of the Akbuaa claims ; but the new yrencb loan for 140 millioni 
COQiequently no general buyii^ tiU the character of iti reception was known, Houduraa had been 
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i;nd of September, 1873, 4% . 



Beginning of November, 1873, 6% 



January Slst, 1874, 3^% 



February 28th, 1874, 8i% 
May 30th, 1874, 3i% 



65i ... I 571 I 841 I 83i I 56i I 61 

Notwithstanding the financial panic in America, U.S. 

loan had depressed that and kindred stocks, by 

the issue. Peravian were still flat, the Syndicate 

quently coming on the market rapidly. 

... I ... I ... ! 75| I 68f I ... I 57i 

The grand crash had come amopsst all the markets 

for such operations was at its highest while credit 

issued, met with the ill-success wliich might have 

66ixd 100 59xd 74izd 7H 571 | 58fxd 



A dull period for "speculative** stocks succeeded, 
into wnich the more unstable had fallen — Turkish, 
hand, Russian, French, Portuguese, and American 
demand for American securities on the new 4/- 



66i I 100 I S9i i 73i i 
The same tendencies contioued. 
67f j 100 I 60i I 79J I 



73i 



In 



73 



58i 



Turkish and Egyptian 



59 
5%93| 
gradually during 



m 



66i 
the 



July 25th, 1874, 2i% 



73f I 60} J 65ixd 
i 5%97i ( 
world as in the money 



September 26th, 1874, 3% 



January 30th, 1875, 3% 



March 27th, 1875, 8i% 



October 9th, 1875, 2i% 



May particularly, and 
as was natural owing to a well-supplied money 
state of trade investments m this country, was 
rise. The events referred to were the soJid financial 
covery of new guano deposits in Peru. 
67}xd I lOli I «0Jxd I 77Jxd — " 

Quiet, as well in the politics 
there was a general rise of value. The anticipation 
kinds. Spanish fell on reported Carhst successes. 
68t I lOU I 60t I 8U I 79J I ^ fiJI I ^ 

Prices had now reached a top-heavy point. Turidsh, 
the reason was not the introduction of the loan, but 
reform was based on making the Imperial Ottoman 
largely in Peruvian. 
67fxd I 102 I eSxd I 8Uxd I 80i I 61|xd I 66ixd 
I J I I |5%100| 

Money had been dear, the Bank rate having reached 
difiBculty in obtaining money to '* hold *' them. But 
stronger hands. Spanish stocks shot up on the 
reali^ of the expectations of fiscal reform. 
681 I 102 I 631 I 84 I 81| | 64*1 7l| 

A steady "sui^e" upwards occurred in Government 

acceptable to investors, who found their capital 

habits of the peoplie had led to a substantial increaitf 

side, while the quiet state of politics was equally d 

ment for putting the finances under the control of 

66i I 103 I 63 64i I 64 I 65 I 7iil 

,11 I |6%104| 

Infenor securities have evidently had their day. Thi 

deceptive price in the market that investors have 

of Peru, and in this month Turkey refused to 

seemed to imply eventual repudiation altogether. 

directed investments into the more solid ones. 
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Bailwaj securities form so large a market on the Stock 
Exchange, the variations in their value are so constant, the 
!amount of money invested in them so large, and the classes 
into which thej may he divided so numerous, that some 
inoidce of them is necessary here. Taking the ordinary 
istocks of some leading lines as a guide, we find that fluctua- 
tions are continually taking place, and concurrently for the 
most part with the prospects of good or bad trade. What 
tfche price of such stocks ought to be is almost invariably 
fixed by the rate of dividend which they return on the 
capital money invested, although stability of dividend is 
also a great incentive to purchases, and of late so much 
confidence has been placed in them by the public that 
investments take place at prices which must make the 
return smaller than would have contented buyers of them a 
few years ago. Eailways are as good a barometer as we 
can obtain to indicate the general condition of business 
in the country through which they run ; for when trade is 
brisk the movement of goods is naturally large ; when trade 
is prosperous and inflated the railways share the prosperity 
and inflate their charges for traffic ; when labour, coal, and 
other instrumental articles used in trade become expensive, 
the railways feel at once the increased expense and soon 
show it in reduced dividends. A bad harvest here would 
be felt by the railways of the kingdom through the check 
which would be imposed on general consumption and trade ; 
but a good one happening at the same time in America 
would at once cause a great movement of grain from the 
back States for export hither, and it is found that the 
chance of such a conjuncture of circumstances immediately 
raises the price of railway stocks in America. 
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Fluctuations in the Value of 



Date. 



Angost 22nd, 1872 

About January Ist, 1873 .., 
February 22nd, 1873 

June 20th, 1873 

July 18th, 1873 

August Uth, 1873 

November 8th, 1873 

December 27th, 1873 

January 3l8t, 1874 

February 28th, 1874 

March 28th, 1874 

July 2Bth, 1874 



September 26th, 1874 .... 



October 31st, 1874 . 



January 30tb, 1875... 

February 27th, 1875 
May 29th, 1875 



June 26th, 1875 



September 25th, 1875 
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116^ 481 

1081 4U 

94i 40i 

Prices depressed 

97 I 4U I 



165i 

159 

148 



116} 
125i 
126 



74^ 

78i 

77|xd 

by disappointing half-yearly reports of profit and 

138 I 125 r 78} I 221 I 148 



25} 
23i 
24 



148^ 
148i 



Working expenses, it was feared, were too heavy to allow of the large 
91^ I 38i I 132i I 118i I 73^ | 21^ | 14H 

Half-yearly reports unfavorable as to working expenses. 
98i I 40A I 150 I 125 | 79^1 22f I 150 



92} I 39f I 151} I 118i I 80| I 19| | 146^ 

Dear money checked speculative purchases, and led to realisations. 

108i I 50 16H 129 89i 25^ 155^ 

106 49 165 128 83} 22i 153 

lOOi I 46xd I 162 126 80}xd 21} 148i 

Disappointing dividends, althoueh net much below the last year. 

which cheapening iron and coal might have caused otherwise. 
96} I 45} I 157xd I .125ixd| 83} I 21} 1 145}: 
Further depression. Scotch dividends unsatisfactory. 

93 I 43} I 157^ I 120 | 82 | 21^ | 154 
Having approached their worst, prices began to mend, the dividends 



94i I 43 I 16Hxd| 118xd I 87 I 
A further improvement took place, chiefly on tm 
were kept in check. 



24 I 158i 
assurance from 



92ixd| 40} I 157^ | 114 | 90 | 22} | 149} 
The rise in the value of money had checked purchases, speculative 
in the case of all the midland line^by an announcement by the 
class carriages and radically alter tfie fares. 



at the same time, apparently from some sympathy existing between 
98} I 4U I 157 I 109i I m I 23f I 150 
The rise in consequence of cheap money had been chiefly evident in 
the Midland affecting its neighbours hurtfully. The great strike 
coal trades, and dimmished the traffic on the Great Western. 

108} I 44i J 1591 I 110} I 97xd I 23i | 149i 

Good actual traffic receipts, nirther prospective reductions in working 

ready to snap up all good securities for investment, had brought 

105A I 451 I 1641 I 115 J 106 | 25} | l47j 

Tne rise had been continuous ; with little break or exception values 

various rumours of amalgamation chiefly affecting the Brighton 



fell away. The Atlantic and 6.W. lease (formerly arranged on temu 

connected stocks — ^the earnings of the Erie showed a decrease, and 

107} I 46 |161xnew| 113} | 102} I 23} | 148] 

So solidly had the advance been established, based as it was on a real 
commercial failures of this month had little effect. They originated 
discount house (Sanderson's), which in its fall took all snpporl 
lived on its credit and imposed upon every one. 
127} ( 51} I 151 T 1181 I 118 I 2H I 1431 
The nse now apparent has been, more than any prospect of raihrai 
who find no better security for their money. The disgust publicly felj 
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78i T 72* J 139 I 68 I 163J ( 108^ 
traffic receipts'ieading to increased dividends. 
73i I 71i I 135i I m I 16U I 107 
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72* 
63 



138i 
132i 



68 
59i 



168i 
160 



80* 


671 


1391 


79 


176 


77i 


65 


137 


66* 


175 


74|xd 


64*xd 


133* 


66|xnew 


173 



107 
104* 

110* 

110 

107xd 



Traffic returns fell off and neutralised the improvement 
73f j 65 I 1302xd| 63* | 168xd | 110 



71* I 63* I 129 
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61* I 169* I 111 



not. coming out so small as had been expected. 



74* j 66* I 135*xd | 66 | 168*rd | 112 
directors that fuel was cheaper and working expeuses 



72* I 67 I 138J I 65* | 167* | 112 
as well as for investment. The fall liad been increased 
Midland Directors that they mtended to abolish tirst- 
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American panic and commercial crisis. 



19* 

18* 
18* 



17 
16* 



74 I 79 I 140 I 69* I 166* | 116 
the Southern Companies' shares, the measures taken by 
and lock-out in South Wales had paralysed the iron and 



SOxd I 83*xd| 142 | 71| 1 170*xd | lUxd 
expenses, and, above all, a great accumulation of capital 
up value furtlier and considerably. 

78 I 86* I 145 i 85 I 172* | 119 
Continued to advance for the above reasons, assisted by 
and Chatham lines, which was to reduce expenditure. 



23* I 37* 
26 44 

22* I 44 
A new issue of Atlantic and 6. W. bonds 

depressed the Amer.Bail. bond market. 

171 I 16* I 19* I 89* 
More issues by Erie and Atlantic and 

G.W. G.W. of Canada div. feU off. 

.16* I 12* I 13* I 30 
The competing group of American and 

Canadian lines felt acutely the effects 

of the American panic stiu. 

17* I 18 I 16* I 34 
The general depression was relieved by 

as general a reaction, excepting G.W. 

of Canada. 

16* I 11* I 12* I 26* 
Erie securities fell ruinously on the 

English accountants' statement that 

dividends had been paid out of capital 

for the last two years. Canadian fell 



the respective welfare of the lines with which tlie Grand Trunk and G.W. competed. 



16* I 10* ~ I 8 I 26* 
The Atlantic and G.W. had a fall on the 
news of the appointment of a receiver 
— in other words,, tliat the Company 
was insolvent. 



15S 



13 



10* 



8 



9 



7* 



25* 



16 



The Erie Co. failed to pay the interest 
due on some bonds, and, the Company 
being thus insolvent, the last support 

advantageous to the latter Company) was repudiated, and — what was of general effect on all 

tliat without hope of any speedy improvement. 

74 I 88* I 144* I 88| I 171* I 119 11 

abundance of capital seeking investment, that the heavy 
fn the iron trade of South Wales, brought down a large 
from under the notorious Collie & Co., a firm which had 



82 J 95* I 14lxd I ... I 17lxd| 131 
pro8penty,the result of purchases for investment by those 
br foreign loans had much to do with this movement. 



1 n 1 



12 



Bad trade in America diminished traffic, 
and much compeiition for it caused 
depression in these railway securities. 
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CHAPTEB VI. 

LABOUB. 

The trade of England, consisting mainly as it does of the 
manufacture of produce grown in other countries, owes 
Ibsb to the soil than to the working population. Hence 
labour is a great element in trade, entering into the value 
of everything we deal in as much as does the money by 
which the trade is carried on, determining too, to some 
extent, the market price of goods on which labour has been 
expended. That labour has a market, like every other 
commodity, cannot be doubted ; that the labour market is 
not a highly organised one, but very much the reverse, is 
shown by the frequent strikes, lock-outs, unreasonable 
demands, and ignorant estimates of the value of labour,^ 
which have unsettled universal trade in so very marked a 
manner. Labour varies in demand as compared with 
supply, as I have attempted to show in a concise table 
farther on, and it therefore varies in value. The market 
price of labour, in fact, varies from any point higher than 
the wages necessary to sustain life ; when they fall near ta 
that point migration is forced on the labourer, and he 
seeks a better market because he cannot obtain a sufficient 
price for his labour where he was ; but wages may rise to a. 
practically unlimited extent corresponding to the demand 
which active trade may create for labourers. In the market 
price for labour must be included many things besides 
mere pounds, shillings, and pence ; there are good and bad 
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climates, good and bad companionsliip, varying shades of 
comfort, in all ways tending to make a demand for labour 
effective or ineffective j and these are some of the difficul- 
ties in the way of obtaining an organised labour market. 
And there are few violent fluctuations in the wages paid 
in different trades and districts, so that it is some time 
before the necessity of leaving one market or the induce- 
ment to go to another becomes plain; which often allows 
of inequalities in real' wages as well as money price in one 
district as compared with another. For a long time the 
agricultural labourers of Suffolk lingered on with an over- 
stocked market and a bare subsistence till at last, in 1874, 
some migrated, and' the rest were able to secure higher 
wages ; son had succeeded fiither in the fields, and then 
came the grandson ; there was work for them all at a pricer 
but the price sank lower and lower until it became toa 
low to retain the surplus labour in the district. The 
* Economist ' has published some figures showing the very 
gradual way in which the fall of wages must have worked^ 
mainly by the decreasing cost of manual labour enabling 
farmers to employ more men on their fisirms. Although 
machinery took the place of manual labour, yet the aggre- 
gate sums paid were found to have altered little from year 
to year on the two farms given as instances. 





Cost of labour. 




Year. 


First farm. 


Second farm. 


1857 . 


. . . £767 




1267 


1858 . 


731 




1192 


1859 . 


749 




1222 


1860. 


794 




1299 


1861. 


814 




1265 


1862 . 


785 




1381 


1863. 


766 




1119 


1864. 


712 




1076 
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Cost of labour. 




Year. 


ilrst farm. 




> 
Second farm. 


1869 . 


. *906 






1127 


1870 . 


916 






1166 


1871 . 


880 






1044 


1872 . 


943 






1199 


1873 . 


964 






1319 



The table which we may now consider shows accurately 
the general demand for labour year by year since 1859, a 
low rate of pauperism meaning a high market price for 
labour. It will be remarked that the rate of pauperism 
was high in 1864, when distress and reduced trade occurred 
in Lancashire, and again high in the years of commercial 
depression which succeeded the crisis of 1866. The value of 
labour, it is plain, is bound up with the activity or slug- 
gishness of trade, rising high in times of inflation and large 
profits, and sinking when the reverse is the case. It may 
be thought that our harvests and the price of wheat would 
have more than anything to do with the number of 
paupers relieved, but since trade lA wheat has become free 
the cost of bread has been so little subject to fluctuation 
that its influence in pauperising or enriching the masses is 
now quite subsidiary. Indeed, in the case of " adult able- 
bodied paupers," which we have before us, the comparative 
cost of bread may be overlooked in so far as it bears on 
labourers' wages. The activity of trade during the several 
years under review can hardly be better shown than by 
taking the public revenue from stamp duty in each. It 
will be seen that immediately after 1863, the year of 
extreme pauperism, the stamp duty augmented rapidly 
notwithstanding the great remissions of the tax then made. 
This meant an increase of commercial transactions, larger 

* An addition in acreage. 
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sums handled, larger profits made, and larger sums left by- 
will ; and pauperism decreased as trade grew, for labour 
was evidently in demand. In 1867 the public receipts 
from stamps ceased to grow, trade haying become deadened 
by the failure of Overend, Gurney & Co., and the ruin of 
many who depended on their solvency ; pauperism accord- 
ingly increased in that year. But since 1870 the stamp 
duties have yielded an annually increasing revenue, thus 
testifying to the great prosperity of trade and the accom- 
panying demand for labour until, in 1874, the able-bodied 
paupers receiving relief in England had dwindled in 
numbers to the lowest figure on our list. 

Paupers — adult 

able-bodied — 

in England on 

Ist Jan. 

137,418 

136,761 



1859 
1860 
1861 
1862 
1863 
1864 
1865 
1866 
1867 
1868 
1869 
1870 
1871 
1872 
1873 
1874 
1875 



150,526 
167,646 
253,499 
186,750 
170,136 
149,320 
158,308 
185,630 
183,162 
194,089 
189,839 
153,753 
127,697 
114,324 
115,209 



Public revenue 
from stamps 
(OOO's omitted). 

£7994 

8040 

8368 

8590 

8976 

9324 

9542 

9605 

9365 

9475 

9241 

9288 

8979 

9739 

9998 
10,497 
10,547 



Taxes on stamps 
(OOO's omitted). 

/ ^ , 

Taken off. Imposed. 



Population of 
England 



— £163 

— 60 

— 20 

£365 — 

520 — 

210 — 

1000 — 

321 — 



(OOO's omitted). 

19,686 
19,902 
20.119 
20,352 
20,590 
20,834 
21,085 
21,342 
21,608 
21,882 
22,164 
22,457 
22,760 
23,067 
23,356 
23,648 
23,944 



An influence lately bearing on the supply of labour has 
been the enforcement of laws relating to education and 
long hours in the manufacturing districts, from more than 
one of which comes the complaint that skilled labour is 
very scarce, chiefly owing to the reduced hours and the 
interference with production caused by factory and school- 
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board legislation. A much larger number of hands are- 
required now— in Birmingham iron factories, for instance— 
for a given amount of work than was formerly the case. 

The following table fiirther indicates how our foreign- 
trade has increased, what the effect of sudden actiyity of 
commerce is upon wages, and how temporary is the effect 
of strikes. 

Ayerage rate of wages 

of able seamen 

at the port of London 

(trip to Australia). 



Year. 



1848-59 


50/- 


1860 . 


50/. 


1861 . 


50/. 


1862 . 


50/- 


1863 . 


52/6 


1864 . 


50/- 


1865 . 


50/- 


1866 • 


60/- 


1867 . 


50/- 


1868 . 


50/- 


1869 . 


50/. 


1870 . 


50/- 


1871 . 


55/- 



Tonnage of yessels, 

with cargoes, cleared 

from British ports 

(OOO's omitted). Tons. 



Notes in 
PariiamentaiY 
Report on Merchant 
Shipping. 



1872 



18^3 



1874 



65/- 



67/6 



66/3 



10,783 
11,320 
11,710 
11,888 
12,173 
12,827 

14,010 

14,847 
15,473 
15,917 
16,714 
19,047 

19,248 



19,139 



19,753 



{Strike of sea- 
men this year. 



r General rise of* 

-< wages in alV 

t trades. 

"A very limitee^ 

supply of menr 

-| —crews fillfe* 

ap with diffi- 

^ cnlty. 



The course of affairs in South Wales is also interesting- 
by reason of the long-continued strike of ironworkers and 
colliers in 1874. The only apparent effect of that strike 
has been to reduce wages in the end more speedily than in 
other districts, the rate being in 1875 as low as in 1869-70. 
The district has been additionally exposed to great loss of 
business by the commercial depression in America, whence 
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it derives a large part of the orders &>t iron which constir^ 
tute its prosperity. Wages fell perhaps as low as ever, 
and business became more unprofitable. 

1869. *100. — ^This was a low rate, trade having been in 
a state of reaction and dulness after .the crisis of 1866.^ 
Exports of railroad iron had, however, increased from. 
583,000 in 1868 to 888,000 tons in 1869. 

1870. March. 110. — The increased export began to^ 
take effect on wages. 

1871. MarcL 106. — The Franco-Gkrman war had 
checked foreign trade for a time. 

1871. June. 110. — ^But at its close a general revival 
had begun. Exports of pig iron 1,057,000 tons in 1871. 

1872. March. 120.— Trade still increased. 
1872. Sept. 130. 

1872. Dec. 120.—- The exports for 1872 had now risen, 
to 1,331,000 tons. 

1873. March. 130. 

1873. May. 140. — The maximum was now reached. 

1874. June. 130. — The crisis in America in the autumn< 
of 1873, essentiaUj a railway-building crisis, bore heavily 
on the export iron trade of South Wales, but wages were- 
tardy in following t^e depression* just as they had lagged 
behind in the upward movement of prices. 

1874. August 120. 

1874. Dec. 110. — ^At last a frirther reduction became 
inevitable, but a great strike occurred, neither colHers nor 
ironworkers being at all able to see the necessity for lower 
wages which depressed trade brought about. The coal and 
iron masters, on their side, considered it no part of their 

'*' 100 is taken as a representative figure, in order to obtain ^ 
starting-point. 
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{)ii8inefl8 to exhibit their books and show what losses they 
had incurred, and so convince the men that there really 
was no market for labour at former prices ; the men, on 
theirs, had no sufficient data of their own to go on, and 
the result was an unsuccessful strike. 

1875. Hay. 105. — ^The £dl in wages continued to 
follow the profitless course of business. 

Taking the iron trade as a^'guide to the general yalue of 
labour, we find that wages in a manufacturing district rise 
and fall almost invariably with the rise and faU of the 
market for the manufcustures produced by that labour. 
And, second, we find that wages are not prompt to follow 
the lead of the prices on which they depend. This we 
must ascribe to the inability of labourers to detect sym- 
ptoms of improvement or decline in price at an early stage 
of a movement of the kind ; their best guide to a knowledge 
of their own market is an acquaintance with the market 
for the goods they help to produce, and a closer study of 
the latter would be advantageous to them. The following 
£gures show the dependence of ironworkers' wages on the 
realised prices of iron, a dependence already recognised 
and adopted in the " sliding-scale " principle by which the 
price of iron mechanically rules that of labour. The rule 
hardly works well in practice, for it excludes many con- 
siderations, such as the cost of coal and other materials, 
which must bear distinctly on the rate of profit which 
will induce manufacturers to remain in and increase their 
business, and which therefore affect the demand for labour. 
And the state of trade must govern that demand. Expe- 
rience appears hardly yet to have taught labourers the truth 
of this reasoning, or they would pay more attention to the 
state of trade than they do when seeking a rise or refusing 
to accept a decrease in wages. 
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Average Prices of all hinds of Iron from 1863 to 1875, also 
Price of Fuddling at each period both in North of England and^ 
Staffordshire. 



Date. 



1863 
1864 
1865 
1866 

1867 

1868 
1869 
1870 
1871 to June 30th 

Nov. 30th, 1871, to 
29th Fehruary, 1872 
29th „ 
to 31st May 

3l8t „ 

to 31st August 

31st „ 

to 30th Nov. 

30th 

to 29th Feh. 1873 

29th „ 

to 31st May ,, 

31st „ „ 

to 3lBt August „ 

31st „ 

to 30th Nov. 

30th „ 

to 28th Feb. 1874 

28th 

to 3l8t May 

3l8t „ 

to 31st August 

31st ,, 

to 30th Nov. 

30th 

to 28th Feb. 1875 

July 4th „ 



» 



» 






Aven^ realised \ 

price. 
North of England. 

£ s. d, 

.. 7 14 10 . 

.. 8 11 7 . 

.. 7 15 8 . 

.. 7 5 11 . 

.. 6 11 10 . 

..655 
.. 6 11 3 
..719 . 
.. 616 1 .. 



7 16 6 

8 11 8 

9 8 8i 
10 4 Z\ 

10 12 10 

11 8 6 
11 19 3^ 
11 15 8i 
11 18 3i 
10 18 111 

9 19 1 
9 15 
8 14 3 



Price of puddling in 
North of 
England. 



Price of 
puddling 
in Stafford- 
shire. 



7/6 to 9/9 ... 8/6 

10/6 to 12/- ... 10/6 

9/6 to 11/- ... 9/6 
.. lsthalf9/6 toll/-; after 

strike 9/6 G., 8/6 m., 8/- w. . . . 9/6 
.. March9/-, 8/-, 7/6; 

December 8/-, 7/-, ^Q ... 8/6 

8/., 7/-, 6/6 ... 7/6 

, . Up to March 8/-, after 8/6 . . . 8/6- 

.. Jan. 9/6 for all mixtures ... 8/6- 

January, 1871, 9/- ; 

October, 1871, 9/6 ... 9/6 

. 9/6 (for the new quarter)... 10/6 



10/6 
12/6 
12/6 
12/6 
13/3 
13/3 
13/3 
12/6 
11/6 
11/9 
10/9 

9/9 

9/- 



>» 



» 



»> 



» 



» 



» 



iy 



a 



» 



yy 



>» 



» 



» 



» 



»> 



»> 



>y 



» 



» 



»> 



» 



» 



It 



M 



tt 



» 



... 10/G. 

... 12/6 

... 12/6. 

... 12/6 

... 13/3^ 

... JLOjO" 

... 13/3 

... 12/6 

... 11/6 

... 11/& 

... 10/9 

... 9/9- 

... 9/6: 
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A member of Parliament lias said strange things on the 
«ubject of labour, and he is not the only member who has 
rested a kind of popularity on the assumption that labour 
is not something to be bought and sold in a market. This 
assumption is well received by the masses, who regard it 
as imparting a dignity to them as a class which they could 
not otherwise attain to ; but it is in reality the very 
opposite, for it would take away from the owners of labour 
the duty of using their intelligence in seeking the best 
market — ^it would degrade them to the level of machines 
which it was their employers' duty to keep well oiled and 
cared for. Mr. Burt, *' the working collier M.P.," makes 
speeches after this manner : 

Whatever else, he says, working men might not have 
learnt, whatever else they might be ignorant of — ^and, un- 
fortunately, they were ignorant of a good many things 
which they might with advantage know — they had learnt 
hy hard'hougTit experience that they could not do without 
union. Disunion always meant low wages, long hours of 
labour, and the want of proper regulations between man 
and man. Union, however powerful it might be, could 
not in every case prevent a reduction in wages ; but what 
it could do was to mitigate that reduction to the utmost 
possible extent. "Working men had been told again and 
again that their labour was a mere commodity. Let them 
accept the position. They did not believe that labour was 
a commodity, but if it was maintained that it was, then 
they said, " Very well, we are the sellers of it, and the seller 
is, at any rate, as good as the hvAjer. It is not for you to 
come to us and say that you will have our labour at your 
own price. We are a party to the bargain, and we shall 
not be ignored and treated as though we were mere 
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ciphers ; but we shall demand to ha^e a voice, an emphatic 
voice, in the price at which we shall sell this commodity 
as you call it, and upon which our bread depends." 

Now, this kind of argument seems to be at the root of 
most of the disorganisation which really exists in the 
labour market, notwithstanding the apparently systematic 
manner in which working men combine. And, after all, 
what do they combine for ? What do they obtain by com- 
bining ? Merely " a voice," as Mr. Burt says. Working 
men are to assert themselves, to show that they are not mere 
-<5iphers, to seU their commodity at the best price ; and 
they finish in "voice." Working men are at a dis- 
4idvantage because they are not business men. Numerous 
Are the failures of co-operative companies in which the 
wages of labour and the profits of trade combined have 
been ^'sought by the co-operators ; but though they have 
«hown themselves to be good labourers, they have been bad 
speculators. 

In the case [of the Co-operative Mining Co. the 
-directors reported that the output of the colliery was such 
.as the committee was never led to anticipate. This; with 
the increased cost of production and the unsatisfactory 
43tate in which the society found the colliery, " occasioned 
the loss shown in their balance-sheet." The directors also 
^ave out that this disastrous result "had arisen from 
^cumstances over which they had no control." But it 
was pointed out that the only circumstance, uncontrollable 
•or otherwise, which they clearly mentioned, was that they 
had been misled by the vendors. To [make a bad bargain 
through ignorance or carelessness could not, therefore, be 
rationally classed as a transaction uncontrollable by those 
who enter into it. 
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And in another case, that of the Onseboum Engine 
Works, the co-operators appeared to be quite insensible to 
the most elem^itaiy principles of business, the fact 
coming out that, even when the company was entering on 
a losing trade, the workmen demanded an adyance of 
wages. The demand was yirtuallj made upon themselves as 
shareholders, and there was nothing to preyent them paying 
in wages money out of their capital which had not been 
earned. 

Labourers of all sorts are not so well contented with 
their unions as they haye been, and this is natural* 
When labour rose in value, as it did most rapidly in 1872, 
the unions were the vehicle for exacting increased wages,, 
and the vehicle became confounded with the motive power* 
Those who had labour to sell in the best market thought 
that the unions provided that best market, and to some 
extent they did ; but now, when all labour markets are bad 
instead of better, there is naturally the same inclination to 
confound the unions with the state of the labour- markets^ 
and to regard the unions as the cause of a bad price for 
labour just as they were formerly regarded as the cause or 
a good price for it. 

Now is the time, then, to point out the defects of unions,, 
and, if possible, to show how those defects may be remedied 
for the increased benefit of their members. 

Always looking at labour organisations from the view 
taken by those who organise, let us first examine the 
apparent efiects of combinations in the year most favorable 
to them which has ever been witnessed, viz. 1872. A 
record of that year includes a most heterogeneous mass of 
trade difficulties resulting from the increased demand for 
labour ; but what do we always find to be characteristic or 
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•those difficulties ? Always violent collisions with capital ; 
strikes ; lock-outs ; in short, suspension of labour, idleness 
-of capital, waste of energy, loss of interest. At New 
York an intermittent strike, lasting two months, was 
instanced at the time as participated in by sixty thousand 
men, who lost amongst them in wages alone $2,000,000 or 
^thereabouts before they could come to terms. Could not 
the same end have been attained quite as effectually and 
more economically, even if with less dramatic effect, by 
quieter means? Then the workmen said, No. Their love 
of unionism was a passion fed by the apparent efficacy of 
xietermined combination. They had only to unite ; nay, the 
very terror inspired by the threat of union sometimes 
spared them even that trouble, and they obtained im- 
mensely advanced wages. It cannot be wondered at that 
there should have been a fondness for displaying the new 
-power when its display was so advantageous as well as agree- 
able. How different a ground the unions now stand on needs 
hardly to be exhibited ; the results of a strike are not speedy 
victory and high wages for the strikers, but rather 
starvation now, lower pay to come, and comparative 
demoralisation after the high hopes of three years ago. 
^hen, the ironworkers of the North of England, the 
-agricultural labourers of the South, the clerks of London, 
the colliers of Belgium, the barbers of New York, even 
the w^asherwomen of various places, combined together and 
insisted successfully on a higher rate of remuneration ; at 
the same time the builders and masons of Turin, as well as 
the builders of London, struck work, mostly for the 
common object of obtaining higher wages, or else shorter 
hours of labour. The success attending all these move- 
ments seemed to show that nothing but combination was 

11 
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Q,t any time necessary to keep up the price of labour, but 
on looking back at the widely spread, the unanimous and 
overwhelming demand for labour of all sorts and in all 
countries, which sprang up at the time alluded to, it 
becomes plain that that demand was at the bottom of the 
whole power which forced up wages. Combination, it now 
seems reasonable to suppose, enabled those who combined 
to take immediate advantage of a market demand. The 
effect of combinations was striking to the public eye, and 
their marked success distracted attention from the under- 
lying force of demand which had to exist before it could be 
taken advantage of. But these combinations, at their 
best, were clumsy expedients, and as managed up to the 
present time leave much to be desired. Socially, they 
give the whole labouring class the theatrical dignity which 
is necessary to every class with political aspirations, from 
royalty downwards ; but commercially — and it is only the 
commercial value of combinations we are now considering 
— they are not perfect. Let it be remembered that labour 
is an article to be taken to market and sold as if it were 
a pig or a quarter of wheat, and let the owner of that 
labour see what goes on in the cattle or com market. 
First, say, the seller makes an offer of his pig, but the- 
price is too high and the buyer, so to speak, strikes. 
Secondly, it may be that a buyer comes to the owner of 
the pig and proposes to give him a certain price for it, but 
the owner of the pig thinks that he can get a better price 
for it from somebody else, and he in his turn refuses, or, in 
other words, he strikes. But the proprietor of the pig 
does not withdraw his animal entirely from the market^ 
but seeks a tetter cmtomer with more or less success. Hia 
judgment may have misled him, and he is forced to take 
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the original price offered. There is seldom any objection 
on either side to, come to terms as ruled by the market for 
wheat or pigs, but when labourers refuse a price they do it 
clumsily, and for a long timpe remain on strike in a horror 
of coming to terms. There is a personal feeling when a 
man sells his labour which makes it appear degrading to 
take less than his own price for it, but there is little of 
such feeling in the matter of selling his goods. The 
feeling is in all cases opposed to expediency, and it is not 
plain that anything can be said for it even on the score of 
principle. A strike in some form comes off in every 
market, but it is only in the labour market that buyer and 
seller stare one another blankly in the face without seek- 
ing more convenient terms elsewhere. A hatter who 
labels his hats 15/G soon reduces the price to 15/- if he 
finds that there are no customers at the higher charge, 
the labourer should be as prompt to act, and not keep his 
labour in the window without attracting a customer. 

"What the labourer wants done for him, and what trades- 
unions can do for him, is to have put before him a good view 
of his market. He fights with employers, in most cases, quite 
in the dark as to the real demand for his labour, and the 
real value of it ; he seldom knows or thinks about what is 
the price he can obtain in other markets, and yet that is 
what he ought to know before refusing the price he can 
obtain in his own. In the money markets a system of 
arbitration prevails which smooths down to a common level 
all irregularities existing between various centres. For 
instance, if money can be lent at 4 per cent, interest in 
Paris, and only at 3 per cent, in London, it immediately 
goes to Paris and leaves London, and so the rates find a 
common level ; again, if a railway stock can be bought at 
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80 in London, and 79^ in Manchester, there is a tendency 
to buy in Manchester and sell in London, and prices 
immediately assimilate in the two places. This goes to 
show that the money markets are so highly organised that 
the right price is immediately found by comparison, or 
rather arbitration, as it is called by financiers. The system 
is, in fact, very much like that in the Bessemer saloon 
steamer, where men are employed continually adjusting the 
movements of the swinging saloon in obedience to the 
indications of the spirit-levels on which their eyes are fixed. 
There are those who make it their business and profit in 
the money market to adjust prices just as the engineer 
shifts his machinery in the steamer ; and so easy, and 
apparently spontaneous, is the movement that the ebb and 
flow of money, corresponding to the requirements on each 
side of the Channel, lead to no accumulation on the heavy 
side ; on the contrary, money immediately goes to the side 
of the scale where there is more room for it. Whj, then, 
should not labour also quit a bad market and seek a good 
one ? why should not the labourer turn the scale by migra- 
tion, by placing his labour on a market which needs it, and 
so lightening the weight on that which he has left ? The 
answer is partly, of course, a sentimental objection to leaving 
certain neighbourhoods or employments, but in a commer- 
cial sense is " ignorance, pure ignorance " on the part of 
the sellers of labour. If their unions are to be of real use 
to them, and not a curse to the whole community, they 
must perform the service of finding out the best markets, 
and supplying the information to their members, so that 
labour may seek the spot where it is wanted, and lighten 
the surplus on the market it leaves. One of the most 
practical steps in the direction of equalising agricultural 
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wages ever taken was that of sending delegates to our 
colonies in order to discover and report on the comparative 
value of labour, and the advantages to be gained by seeking 
foreign markets. It is the business of a labourer to seek a 
good market for the labour he has to sell, as much as it is 
the business of a tradesman to open his shop in a good 
neighbourhood. 

As a business matter, then, there is room for the unions 
to perform the service of sending labour to the best market 
instead of attempting to make a market out of nothing. 
Let them meet the best buyers of the labour they can bring 
forward, rather than haggle with bad buyers for a price the 
latter will not give. Migration or emigration generally 
succeeds an unsuccessful strike, and has always been a 
great element in making a demand for increased wages 
effectual. Migration is to labour what the arbitration of 
prices is to well-organised markets, and a study of such 
markets could hardly fail to impress upon those who have 
labour to sell that their best resource is not pitched 
battles, or even outside mediation; it is a spontaneous, 
business-like consideration of market values and market 
demand, which in short terms might be called Self- Arbitra- 
tion. 
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CHAPTER VII. 

MANUFACTURES. 

Much mention has already been made here of the state 
of trade generally. On analysing that rather vague term 
it will be found to mean the degree of activity or depression 
in our manufacturing districts, for England*s trade is 
chiefly a manufacturing one. "We bring in raw produce 
from all parts of the earth, we work it up and re-export it 
in the form of manufactures to almost every nook and 
corner accessible by sea or land. It would be wearisome, 
because inefficiently done, to lay down laws for the fluc- 
tuations in the market price of manufactured goods ; it would 
require minute investigations into the cost of special mate- 
rials, into changing fashions, and into details of manufacture. 
I cannot attempt to trace the course of such undercurrents, 
but what I can do is to show the broad swing in prices 
which seems to belong to them naturally, and also to point 
out the effect of various great accidents, such as war, on the 
market value of our manufactures. 

There are waves in price in a normal state of trade ; with 
singular unanimity prices go up in all our markets, and 
their fall is as unanimous and more striking. The term 
inflation pictures better than any other the nature of these 
general upward movements, for prices become gradually 
blown out to unnatural dimensions, only to shrink and 
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•hrivel when the unsubstantial trade bubbles burst. There 
is nearly always a speculative fermentation going on in 
trade which causes the inflation of prices ; manufactures are 
bought at one price with the view of selling them at a 
higher, and when prices once begin to rise this speculative 
market-dabbling leads to a further and further inflation. 
The market demand will at such times bear little reference 
to the actual dimensions of consumptive demand, and has 
jtto limit until some accident occurs ; for instance, sellers of 
pig iron suddenly find their customers unable to pay, dis- 
credit grows, the circle of buyers becomes reduced, demand 
is contracted, and prices fall ; a shipper of cotton goods finds 
the foreign country to which he is sending them in a state 
of warfare, perhaps of discredit, perhaps plague- or famine- 
stricken, and prices will fall in the same way. 

These great accidents will spread, too, from market to 
market, discredit in one section of trade soon contaminating 
others. The sensitiveness of the money market is such 
that borrowing becomes difficult or impossible when a 
breath of suspicion taints, as it does, first individuals, and 
then whole market sand trades, and then fiies f rom|trade to 
trade. Discredit, as we have just seen, will check demand 
of the speculative "dealing" nature, and cannot fail to 
cramp to some extent legitimate trade based on supply and 
consumption. It is found that, after a period of good 
credit, easy borrowing and careless lending, much dealing of 
an illegitimate character has been fostered ; and it is after' 
such a period that reaction and collapse are most violent 
for some great accident is sure to occur to remove or demo- 
lish the purchasing power of a market. The following 
figures will show that there are culminating periods, 
notably 1866 and 1873, after which prices suddenly fall 
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instead of continuing to rise ; tbej will show that tlie swing 
of prices is a more potent influence than any war by wbich' 
peace and commerce are likely to be disturbed ; they will^ 
point the theory of waves of inflation and depression much 
better than any argument ; and they will prove the exist- 
ence of a market demand quite separate from a consumptive 
demand, the former, as we have seen, being liable to an* 
occasional violent check which pulls down prices to a low 
level. This last is just what I have endeavoured to point" 
out in case of the better-organised stock markets, and 
the separation of the two kinds of demand can be appliedv 
to almost any market in which continual dealings take.^ 
place. 



MANITFACTUSES. 



169 



6 



O I— I 

I 

I 

I 



s 9 ^ 



«3 « 

o *^ u 

5 CB 0) 



•as. 



'«OiOO O iH t^ 1-H O OOrH, rH W .W fH ©I 
fHiHiHfHgi-H .a C 

••i^ CO - 



CO©l fH©lO a 

o 



•0*0 00 



GO'S 









'^r-tiHTji UaOO.ti Oii>fe05fHTii§ fcO»Oq»r-I^OO OJOJONr-t-g 

•eiH(MO<] (MG^g 04 09*5 0100 00" 00 00 O 00 g 09 00 04 09 CO 00 00 ^ 




OB a> 



^ ttfip. 



€ «-9 



1^^ 



as. 



«3 ^A 



•a -S 

o »< 

^ p. 



1 
^ 



p. 



•e 



^cooeo J 






: 60 

1 






C0 0)^0« 0)0 

« •? 

r* •fS'^COWig ^O ►»<© £|CO00 C0'^C0«O09« 

^r^r^r^ff rH rH .g iH © rH iH rH iH rH iH iH Si 

5.-- _ _ H p«.^ :*! ___^^fl 






a 



0OOOI>a}0OOO-S 00l>.2l^l>aj'§ t><X> S CO Q- CO t>- 

s ^ s ^ 



o 



f=4 



.•3 



«> 



o 

1-H 

o 

CO 
CO 
CO 

o 



l-f 



>MOeoo) CO 00 a oaor'cooo" coo^co'po^co OiOiOiOO « co 

•:r-II>«i^ ^ 09 o O'^.SOt^O)^ CO 00 ud t« S O) 09 kO "^ rH 00 kO § O 

^000000 OO^S* ^t*a^fc*00§ OOa'^OO'g^OO OOOOOiiHCOc r-^ 

S S a>- -g « « 



'^ CO O CO 'g^O) 0)§ 0)0)g003Co!§ COCO'CCO'gcoa) oooooco'^ O 

•SODCOCO — Oit^ S COeO'S'tpiOO*' OOiH^OO^i^t* 0>iHOi^"^ri 09 
rHrHrHgiHr-i^ rHi-I.SiHiH >»•-< o"^^*^"^ »^ '^•^ § »^ 



W CO CO CO *S 09 09 g* 0909w0909COg 09 CO H 09 3 09 09 09 CO 00 W3 CO I "* 

s S S g ^ ^ O 

-^ ^ « •-. ^ (rtOiOOO o O 

.J'S »H CO W5 1-1^ a CO 

5j 25 ■♦J 



® -S ^ «« 8 I «* W5 »» 12 i© i2 -a ^ 

.•H«He««|ncH««|<B^ loN H" "2 H#HwH**, HwHw „ He*© ^-*»S * »P ^ '? T"? ■*t ^ 
'COCOOO'SCOCOO. COCOg-^WiCOa »0»0^'^^'*Tii(. O.C0 CO CO 00 CO "2 00 



ti O O rH :S ph p-t , OO-jOOO^-tJiS rH fH M Oi b:: 00 00 i>i>ooc6»6S c^i 
•0*OOO|OOi§.iHiHSiH0909"S iHrH:|iH§rHiH rHiHrHiHiH*|, iH 

g__S|__a s «-o 3" - 




Crt CO CO 09^09 09^ 0909^090909^ 09 09^00^00 09 09 04 09 09 09"^ 



09 



09 

00 * 



lOCOb* 00 03 
U3 lO kO lO kO 
00 00 00 oO oO 



iH 09 00 "^ 
CO CO CD CO 
00 00 00 00 



CO ** 

CD 
00 



s 



00 



OiH 
00 00 



f roo 

c9 i? 00 
►nOrH 



00 






170 MANUFACTURES. 

Since this period prices have remaiiied long in the 
motionless condition indicative of that steady trading on 
the basis of a " consumptive demand " which happily nearly 
always goes on with little of what is called speculation, the 
meaning of that term being the market-dabbling which, as 
we have already seen, leads to undue and temporary infla- 
tion of prices. The steadiness of prices shows, in fact, that 
there is an absence of such dabbling because there is no 
field for it, and may be also taken to testify to a healthy 
state of trade based on the consumption and purchasing 
power of a prosperous nation. The continued and excep- 
tional decline in coal and iron has no doubt lasted longer 
because of the greater inflation which in the first instance 
occurred in those branches of industry. For the rest, 
there is no doubt that cheap wheat has had much to do 
with bringing the fall of prices to a check, because of the 
real increased consumption which, ccsteris jparihus, must 
result from a smaller outlay on primary necessaries by the 
mass of the nation. 

In the years of great reaction succeeding the fever of 
activity in business which raged during 1872-3 there was 
one predominant feature in all markets, viz. caution. 
Failures continued to occur, mainly because of the universal 
disinclination to lend money. As already noticed, Turkey 
repudiated her debt-interest, the cause being her inability to 
raise fresh money, and the repudiation added to the pre- 
vailing distrust of inferior securities ; in the money markets 
bad lending business came to light in addition to the Collie 
scandals and the great crash resulting from over-lending to 
railroad contractors in America ; even to Eussia the reac- 
tion extended, the failure of Dr. Strousberg bringing to 
light the fear of a good deal of trouble. Russia had been 
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"the scene of a large creation of new banks, and of hasty 
jailway construction, and, in addition to other misfortunes, 
a bad harvest in Southern Eussia had, no doubt, intensified 
the scarcity of capital and stopped trade, the inferior kinds 
of business being the first to suffer. At the time of this 
reaction it was noticed that *' the caution which charac- 
terises business generally, and which is not at all incon- 
sistent with a very steady supply and demand trade, is 
apparent throughout the stock markets by the great dislike 
now felt by all kinds of purchasers for inferior securities, 
just as in Manchester, for instance, there is a poor market 
for inferior goods, while the best makers are deeply under 
contract at very profitable prices to the producer." In 
America, also, the same feature was noticed in the iron trade, 
for during the year 1875 the best furnaces in the country 
were running whilst the poorest stood idle; and from 
motives of forced economy, and by reason of increased skill, 
the management of most of the furnaces in blast was such 
as to produce the largest and best yield. This feature was no 
doubt but what waste be expected during a time of reaction 
in trade of all kinds through which we were passing. In 
1871-72 the exact reverse was experienced. So great was 
then the demand for goods, manufactured or raw, for secu- 
rities of any kind which could be the subject of traffic, that 
few stopped to inquire closely as to the solidity of what 
they were buying. Credit was then good, faith in the 
value of everything was high ; it was not the time for test- 
ing and consuming, but one for buying and selling and 
making profits. The reaction had come, and we now found 
x)urselves weeding out bad articles from good, discriminat- 
ing and rejecting on the one side, and unfortunately paying 
very dear for what we did invest in on the other. 
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Extracts from the ^ Economist^ showing the influences 
(effecting trade and manufactures during 1875 — a period 
of consumption and supply, not of market inflation, 

Jan, 2, 1875. — The severe cold, as affectiDg trade and 
traffic, is at the moment the cause of more general dulness 
than can be ascribed to the close of an old year and the 
accompanying holidays and stock-taking. Traffic of all 
kinds is impeded, the canals being quite blocked, while the 
roads, where not clogged with snow, are in an inconveniently 
«lippery state. The railways appear also to be affected in 
their power of dealing with traffic, machinery and steam- 
power of all descriptions being impeded by the weather. 

Jan, 9. — The present extreme scarcity of mercantile bills, 
whether drawn on home or foreign houses, is currently 
attributed in the money market to the recent check to 
traffic caused by severe weather. Goods not having been 
freely delivered, bills have not been so freely drawn as 
usual. The frost has, however, disappeared this week. 

Jan. 16. — Short time and low wages are not apparent in 
«very branch characteristic of trade, although great slack- 
ness is reported in the iron and chemical manufactures. 
It appears, indeed, from the outcry in Manchester and 
elsewhere against the operation of the new Pactory Act, 
that quite the reverse of a depressed labour market exists in 
the textile manufacturing districts ; employment is limited, 
not by a reduction of demand for labour, but by the number of 
hours during which operatives may lawfully work. Strikes 
being threatened, spinners have found it advantageous to 
make good the difference rather than risk a temporary 
stoppage of production. All this looks like anything but 
depressed manufacturing trade. 
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Jan, 30. — Bills are not now drawn, nor are speculations- 
entered into any the more largely because of facile lenders. 
Transactions being, in fact, only encouraged by the profit 
they are likely to bring, it needs hardly a glance round to- 
find markets very unencouraging to speculative purchasers. 
!Raw materials and food offer no inducement to the dealer 
who buys for a rise, sells quickly, and buys again ; if any- 
thing there is an inducement to reverse the operation, but 
more than anything an inducement to keep quiet during 
the present uneventful period as regards market prices. 
The better side of the situation is the very abundance of 
this raw material which depresses the market for the present ; 
if it were the demand which is falling below the supply instead 
of the supply which is exceeding the aggregate demand^ 
the situation would not be so healthy as it no doubt is. 
Manufacturers, instead of being ill employed, are generally 
fairly situated for orders, and their profits with cheap raw^ 
material and fuel are not on the whole inconsiderable ; the 
cheapness of bread must leave room for a larger expenditure 
on manufactures by the masses, and in all material aspects 
trade must be quoted good, although the dull course oT 
prices checks an immense number of transactions dependent 
on the turn of the markets. 

Feb, 13. — From a want of confidence in prices, probably 
well enough justified, active trade is nowhere apparent, but 
steady wants are steadily supplied. The time for a large- 
distribution of orders has seemingly not come, and until 
prices are found to have palpably reached their lowest and 
safest level buyers refrain from *' going into stock "" 
largely. 

Feb. 27. — Trade goes on at a very steady rate, not- 
withstanding the complete idleness in the large industrial 
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district of South Wales. Its present effect is to transfer 
business to other iron-making districts to some extent, and 
not greatly to diminish the activity of the iron trade on 
the whole. The clearing-house. returns show that most of 
the surplus capital and speculative force now accumulating 
find vent in the stock markets, but the cheques cleared on 
other than stock exchange settling-days show a moderate 
advance on last year, not the less significant because prices 
have declined. 

March 6. — Erom all over the more northern parts of 
Europe severe cold continues to be reported, and advices 
from America show trade to be considerably checked in 
the same manner. In the United States the reviving^ 
tendency of affairs is to a great extent stimulated by such 
spurious influences as the recent rise of currency prices, 
and the Tariff Act now passed, replacing a 10 per cent, 
duty on manufactured goods. In our shipping business,, 
at present, the number of steamers unemployed is un- 
precedentedly large. 

March 13. — ^That weather influences, as w« have lately 
pointed out, were putting a strong check on general trade ia 
proved by the great falling-off in inland railway traffic as 
well as by the diminished imports from abroad shown by 
the Board of Trade Returns for ^February. A milder 
temperature has now set in, markets are consequently 
better attended throughout the country, and vessels bound 
for British ports are less detained by adverse winds. 

March 20. — ^This week's failures in the import trade, 
South America more particularly, have had singularly little 
effect on general business, considering the large amount of 
debts due and of assets to be realised. Markets, in 
fact, remain much as they Vere, highly unspeculative, and 



176 MANUFACTURES. 

perhaps even rather steadier than of late. No ruffle of 
excitement has occurred in the money market in con- 
sequence of Messrs. im Thurn and Co.'s stoppage, and the 
great absence of speculation throughout all trades just 
now would make such excitement of comparatively little 
importance. 

March 27. — Prices in the grain trade are again without 
marked variation for the week, but it cannot unreservedly 
be said that they are steady. There is at present nothing 
to lead to speculation based on a bad harvest in this 

countrv. 

April 3. — Holidays and quarterly payments have inter- 
fered with the course of general business this week ; but 
fine weather has set in, and its effect can hardly be lost 
after so cold a spring hitherto. 

April 10, — Current complaints of the extreme dulness 
of the freight market chime in with the depressed state of 
our foreign trade, and the greatest ingenuity can hardly 
find symptoms of speedy relief from the present deadness 
of international commerce. The Board of Trade Returns, 
now issued for the first quarter of the year, show the 
tonnage of vessels emptied and cleared to be actually much 
below the totals in the corresponding quarters of 1874 and 
1873. Severe weather has no doubt caused a large 
number of vessels to be laid up until some demand for 
their services reasserts itself, but the state of the weather 
can hardly be charged entirely with the 5 to 10 per cent, 
decrease of tonnage touching the ports of the United 
Kingdom. And it certainly appears as if there were no 
lack of material in a raw or manufactured state ready to 
be moved from one country to another ; the main difficulty 
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is that there is a very dull trade demand everywhere for 
material to be exchanged, as well as for ships to carry it. 

A2>ril 17. — The labour disputes now arising, or in course 
of settlement, in various parts of the kingdom, in addition 
to South Wales, are not in every case about a reduction of 
wages. The value of colliers' labour is still showing 
reaction from the strained expansion of previous years, but 
in manufacturing trades this is not the case. The Dews- 
bury weavers are obtaining the advance they sought ; the 
Bolton cotton operatives receive better wages, or are agi- 
tating for them with every prospect of success. Whether 
the introduction of the new Factory Act is wholly re- 
sponsible for this upward movement, or to what extent, if 
any, it may be ascribed to an increase of trade in those 
districts, is not clear; but the movement is of a suffi- 
ciently decided character to reverse in part the general 
sinking of wages to which trade has become familiar. 

April 24. — Manufacturing trade in this country ap- 
pears to be still in an unprofitable state, but is not unlikely 
to emerge from it before long. The margin between the 
selling prices of goods, whether in the clothing, iron, or 
other manufacturing districts, and the cost of materials is, 
perhaps, on the average, smaller than will induce capitalists 
to engage in such production ; and, worse than that, the 
inconveniently high cost of fuel and labour still adds a very 
palpable check to the quantity of orders given out. 

Mai/ 8. — The increased tension in the money market 
since the commencement of this month appears to be partly 
accounted for by an activity in trade, not unusual at this 
particular part of the year, and also by demands for capital 
incident to an actual extension of general business. The 
reopening of some of the South Wales iron works and col- 

12 
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lieries does not produce anj palpable slackening in the 
competing iron districts, although the return to work there 
naturally causes trade to be diverted thither from elsewhere; 
and not only in the iron trade, but in nearly all manufac- 
turing districts, reports characterise employment as more 
active just now, the occasion assigned for such activity 
being the approach of Whitsuntide, and the necessity for 
completing orders before the holidays intervene. At the 
same time, and with reference to textile manufacturers more 
especially, the weather, and the reopening of free navi- 
gation, have brought out purchases resulting from less tem- 
porary incentives. The labour difficulties, now in course of 
adjustment, point to an abundance of employment which is 
taking wages upwards again in many trades ; shoemakers, 
carpenters, painters, stonemasons, in the north, are agitating 
for improved wages, and there is the same tendency in 
textile manufacturing districts, possibly owing to the 
restrictions of the new Factory Act, but sufficiently plain as 
evidence of good employment on the average. 

May 29. — The direct effects of the monetary difficulties 
in the Eiver Plate states appear to have passed off without 
communicating any marked depression except to the trades 
here connected with that region. The crisis has certainly 
led to weakness in some markets for the raw material and 
other South American produce ; and if the general dulness 
apparent in trade is not to be ascribed in large part to that 
influence, the indirect consequences are undoubtedly not 
wholly inoperative; there is, in fact, a timidity among 
lenders of money which partly arises from the crisis in 
question, and which seems to check speculative trade in 
several quarters. 

Jwne 5. — ^The financial disasters of the week have had a 



MANUPAOTUEBS. 179 

marked effect only on the iron trade in which they origin- 
ated. Passing hesitation has checked transactions in the 
various commercial markets of the country, so £Eir reflecting 
the caution displayed in the money market. But beyond 
the general indisposition, now passing away to enter into 
fresh transactions, the effects of the failures have been small 
and temporary. 

Jtme 12. — l^rade, or rather the markets in our manufactur- 
ing districts, have been of a disappointing character for some 
time, and the past week has been no exception to the rule, 
but has rather given that general characteristic a more 
pronounced expression. Those engaged in market trans- 
actions find no active fluctuations which they can take ad- 
vantage of, no strong upward tendency to bring profit to 
speculative business or to stimulate it. There is, on the 
contrary, if anything, a dulness of such trade on the whole, 
which is, however, the result of circumstances not ulti- 
mately unfavorable in themselves. Large supplies of raw 
material are in stock or in sight in all the great industries ; 
and more than that, the falling price of fuel, instrumental 
articles, and perhaps labour, is continually telling against 
the market value of manufactures produced by such means. 
So strong are these influences in checking buoyancy in the 
markets of the kingdom that the permanent effects of a 
good harvest and cheap money are at present powerless to 
give them the usual resulting speculative activity. Home 
trade is no doubt of a highly satisfectory character, as wit- 
nessed by the steady increase in the internal railway goods 
traffic, but the exports remain sufficiently small to account 
for the disappointing nature of that section of commerce. 
Instead of improving in profit the foreign trade shows in 
nearly every branch an actual decrease on last year's 
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exports, and, far from selling a greater value of goods, the 
Board of Trade Beturns show that we have exported a 
smaller bulk of late, and at lower prices. There is thus 
much colour in the complaints of unsatisfactory foreign 
markets, and of unremunerative freights for vessels seeking 
employment. 

June 19. — The losses in the export trade to the East, 
which have this week led to the largest failure ever 
remembered in connection with Manchester, have not 
attracted special attention of late, although the unprofit- 
able nature of that trade has often been alluded to. The 
announcement of the failure of Messrs. Alexander Collie & 
Co. thus appeared sudden, and its importance was in- 
creased. At present it is satisfactory to note that no 
difficulties have resulted outside the circle immediately 
affected by the sudden calling-in of assets by so large a 
firm, and the real losses appear to have fallen on the 
individual traders and joint-stock financial houses best 
able to bear them. Beyond this special circle the effect 
on general business has been surprisingly small; more 
caution has been merely observed in all dealings, whether 
on the part of sellers or buyers. In a state of generally 
unsound trade the object would be to sell freely, but no 
such tendency is apparent in the various commercial 
markets of the kingdom at present, and money is not in 
such demand as to lead to general depression. 

July 3. — ^Bad business continues to come to light, but 
there has been no fresh crop of failures, either as a direct 
result of those which recently occurred, or in any new 
quarter. Markets consequently remain steady, but are 
still extremely quiet on the whole. 

July 17.— The suggestions of damage to the harvest 



MANUFACTURES. 181 

have occupied attention in commercial as well as agricultural 
quarters since the occurrence of floods and storms just at 
the period when wheat is in the process of blooming, and when 
i«ettled weather is very requisite. In all our various markets 
these suggestions have occasioned fears, and in the price of 
<8ome stocks even an actual fall. 

July 24. — The volume of trade within the country is 
not looked upon with the suspicion with which our export 
business has been in part justifiably viewed, but there are 
many branches of it where the production is said to be in 
excess of requirements, and where a curtailment of such 
production is thought necessary. Up to the present, 
however, there has been little to confirm such uncom- 
fortable doubts. Through the financing and frauds of some 
large speculators various manufactiu'ing firms have no 
doubt been injured ; but if their activity is now on ther 
whole fictitious, and their profits nothing, there is no 
•evidence to show it. In the cotton trade, for instance, on 
a review of the past five years, taking the average price per 
lb. of middling bales American cotton during each year, 
and a similar average of the quotations of the under- 
mentioned yarns and goods, the following results were 
apparent : 
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Por the year. 


Averase of 
middling 
bales. 


Average of 
S2's twist. 


Margin. 


Average of 
40*8 mule. 


Margin. 


Average of 
7 lb. shirt- 
ing. 


Margin. 


Areraj[e of 
6 lb. printer. 


Margin. 


1870 . . . 


d. 


d. 


d. % 
Sfor36 


d. 
13K 


d. % 
3|or39 


d. 
1^2 


d. % 
4for50 


d. 


d. % 
6^or66 


1871 . . . 


8A 


12^ 


3| 46 


12i 


m 47 


1»H 


5i 61 


15i 


6H 7» 


1872 . . . 


lOA 


14 


3^ 33 


14f 


4A 40 


14A 


4 39 


16M 


6| 61 


1873 . . . 


9 


12| 


Sf 42 


134 


4| 50 


1»A 


4}| 54 


15| 


6f 76 


1874 . . . 


8^ 


llH 


3| 45 


12A 


4| 56 


12A 


4| 56 


16* 


7 88 


On 23rd July, 
1875. . . 


m 


lOf 


8H 55 


11 


^ 59 


12 


5^ 73 


15 


8* 116 



And the compiler of these figures said — " The present 
margin of 116 per cent, on printers is the highest reached 
during the whole of the above period, and it is only during 
a few weeks of the years 1872 and 1874i that we can find 
the present percentage of margin on the other articles- 
exceeded." 

July 31. — Dropping failures in America have occurred 
at intervals all this year, but the occurrence of a large one 
this week is a painful proof of the still spiritless state of 
trade on that side of the Atlantic. The United States is so 
important a factor in our commerce that the want of 
prosperity there is much felt in this country in more than 
one way. We have received large supplies of cheap com 
and cotton, we have also obtained an easy money market 
in consequence of the imports thence of millions of gold 
unrequired this 'year in America ; but we have lost it» 
custom for woollen and other goods, of which it might 
have been a larger buyer had its raw materials been more 
profitably disposed of. The efiect of a dearer grain market 
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"vvill be highly favorable to America, and in so far not an 
unmixed evil to this country. 

Aug, 7. — Trade reports still concur in representing the 
-demand which appears in our markets as merely consump- 
tive. In no markets for goods, raw or manufactured, 
commodities or necessaries, which form part of the trade 
of the country, is there any inclination to " buy forward." 
The freight market is dull in consequence of this want of 
confidence in any improvement of external trade, whether 
import or export; wages are maintained in most of the 
liome trades, and there is the same disinclination to make 
extended contracts in the labour market as there is in 
those for material goods. Nothing but a cautious hand-to- 
mouth demand is apparent in any trade worth mentioning. 
At the same time the consumption goes on at a steady if 
quiet pace. Actual cessation ^of work is exceptional, not- 
withstanding the restriction on demand. 

Aug, 14. — There have been no unusual features in 
^general trade to alter its quiet, and in the main steady, 
course. A failure has occurred in the iron trade, the 
Oldham deadlock remains unsettled, some more pig-iron 
furnaces have been blown out in South Staffordshire, and 
production of pig iron is on the decrease in other districts. 
The increased caution of lenders among other results of 
the recent blows sustained by commercial credit, makes the 
occurrence of occasional failures no matter of surprise; 
but that increase of caution has not extended to the 
inordinate reactionary length which would cramp steady 
trading, and only shows itself prominently in a few 
quarters. With this healthy check on the imprudence of 
bill discounters there is yet a great desire to make 
advances ; money is,' indeed, so cheap to borrow that 
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business carried on by the aid of borrowed money must 
indeed return small profits, if the interest paid is sufficient^ 
to swamp them. On the other side, it may be remarked, in 
the case of manufacturers,. that this very ease of money so- 
stimulates speculation in raw material that the margin 
between cost of manufacture and selling price is apt to be 
by so much reduced. 

Aug, 28. — The progress of harvest is favoured by excel - 
lent weather at home, and prices are weak, if only a shade 
lower. The storms and floods here and in various parts of 
Europe have done too much damage to be entirely reno- 
vated by the late sunshine. The results are therefore not 
very flattering, wheat in England especially being deficient 
both as to quantity and quality. Estimates of the French 
crop of wheat have improved, and it is considered to be 
well above the average ; Austria a shade below both 
in quantity and quality ; Germany fair ; and Bussia 
deficient, 

Sept, 4. — Trade prospects are just now, perhaps, chiefly 
influenced by the reports of harvest within the country, 
but the external section of British trade is not without 
other unsettling influences. Exports, in fact, are repressed 
by the universal caution which exists, notwithstanding a 
most easy money market. Speculative activity adds much 
to the volume of trade when a general rise of prices is 
imminent, but at present there is little indication of such 
anticipatory movement in trade. The freight market is- 
certainly showing some of the usual briskness attendant on 
autumnal importations of wheat, but otherwise gives no 
premonitions of bustle in international business, and the 
improved export business in pig iron arises apparently only 
from inevitable requirements incidental to the autumn 
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shipping season. Within the country the moderate har- 
vest prospects give at least no present stimulus to activity 
in the manufeu^turing districts, which are locally affected 
by strikes and suspensions of work to a considerable extent, 
and it may be mentioned, in connection with this, that the 
goods traffic on our railways is much ^ss promising than 
of late. 

Sept 18. — G-eneral trade remains steady, but dull and 
without symptom of incipient reinvigoration. The dis- 
couraging traffic returns as regards the goods receipts of 
our railways at present, indeed, point to something the 
reverse of any such tendency. What we have had to 
report of it for some time is still the characteristic of trade ; 
in nearly every branch of industry or traffic purchases are 
confined to immediate requirements. 

Sept, 25. — Trade in America has for a long time been 
expected to revive, without reviving ; the crops are good, 
if not unusually large, but there is at ;^resent no extensive 
business movement, and, above all, no rising tendency of 
prices which would bring EngUsh goods again into active 
demand on that side. The San Francisco panic and the 
drain of gold thither have, indeed, tended to throw the 
American demand on that metal rather than on our other 
articles of export. Sales of produce have been made here 
on American account, in consequence of the increased value 
of gold there, and these sales have no doubt assisted to 
keep prices down, whether reckoned in gold or currency. 
It is not currency which is plentiful, but gold which is 
scarce in America, and therefore there is really some 
ground for attributing the depression of prices in the 
markets for American produce to the dearness of gold 
which has been so marked since the Cialifomian panic. 
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Oct, 2. — In general, trade prices as yet show no tendency 
to move upwards, except, perhaps, in the case of Eastern 
produce, in consequence of the threatened war with China. 
Most of our manufactures appear to be in a steady state as 
regards production, but dull in the markets, cheaper coal 
and a good supply of raw material haying done much to 
prohibit the speculative purchases indispensable to buoyant 
markets. It is believed that, as regards the woollen 
industry at least, the &ilures of the past summer have 
reduced demand appreciably. 



